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THE SECRETARY'S SUMMARY

Mr. Chairman and Members of the Committee:

I am privileged this morning to present the first Defense
program and budget to be prepared entirely by the Nixon Administra-
tion. It is essentially a transitional program and budget, designed
to move the Nation's defenses in a safe and orderly way from the
national security policies of the 1960s to those deemed more appro-
priate for the 1970s. In my view, it is a rock bottom budget.

In past years, it has been the practice of the Secretary of
Defense to include a detailed discussion of the international situation
as part of his initial budget presentation to the Congress. Because
President Nixon, in his first Annual Report on Foreign Policy sub-
mitted to Congress two days ago, has presented a comprehensive global
report, I am not including such a discussion in this year's presenta-
tion.

President Nixon, in his Report, noted that partnership, strength
and a willingness to negotiate are the three pillars required to build
a lasting peace. As we move into the 1970s, we have before us the
President's goal -- to move from confrontation to negotiation, and
hopefully, to push on to an era of uninterrupted peace. We have
reduced our defense spending to the lowest proportion of the gross
national product since before the Korean war; we are removing forces
from Vietnam; we have met with the Soviet Union at Helsinki, with the
Communist Chinese in Warsaw, and with the North Vietnamese and Viet
Cong in Paris; and we have also worked with the major powers toward
peace in the Middle East.

When we assumed office, I expressed the hope that my success or
failure as Secretary of Defense would be judged on whether or not we
in the Nixon Administration restored peace and were able to maintain
it.

As we reduce our defense spending and move further into nego-
tiations, we should have no illusions about the current state of
world affairs. I am obliged to report to you, for example, that the
Soviet Union is not making similar reductions in its defense budget.
In fact, the Soviet Union is pulling abreast of us in many major
areas of military strength and ahead of us in others. The Soviets
are continuing the rapid deployment of major strategic offensive
weapons systems at a rate that could, by the mid-1970s, place us in
a second-rate strategic position with regard to the future security
of the Free World.



Following the exploratory arms limitation talks in Helsinki, the
Soviet Union has agreed to discuss the limitation of strategic weapons
systems with us in Vienna beginning in April. Hopefully, success in
the Strategic Arms Limitation Talks (SALT) will move both our nations
well along the road toward the era of uninterrupted peace we all seek.
The dividends for our domestic programs could thereby be increased still
further.

However, as Secretary of Defense, I must consider actions as
well as words. If the current Soviet buildup continues, we will
need additional costly steps to preserve an effective deterrent.
Pending the outcome of SALT, we must continue those steps which are
necessary to preserve our current strategic position. Within that
context, this austere FY 1971 Budget is designed to preserve the
range of options we may need for possible outcomes of the talks,
including those we may need if no agreement is reached and Soviet
strategic deployments continue at or above the present levels.

The rate of buildup of the Soviet threat and the long lead time
needed to develop and deploy operational systems make it essential that
we continue progress on the SAFEGUARD anti-ballistic missile defense
system and initiate a further increment of that system in FY 1971.
Without the SAFEGUARD increment provided by this budget, we would
have to face hard decisions about adding to our offensive systems in
this transition year, rather than being able to await hoped-for-
progress in SALT and the development of a new five-year program which
will be presented next year.

In my view, the President's decision to go forward with a modified
Phase II of the defensive SAFEGUARD program will, in the long run,
enhance the prospects for the success of SALT because, in the short
run, it allows us to exercise greater restraint in matching a con-
tinued Soviet buildup of offensive systems with actions involving our
own offensive systems. SAFEGUARD has the added advantage of doing
this with minimal spending in FY 1971.

The President's decision on SAFEGUARD is also essential to
preserve our capability to deter Chinese nuclear aggression against
our Asian allies without jeopardizing the U. S. civilian population.

In this, my first comprehensive report to the Congress since
Deputy Secretary David Packard and I took office in January 1969, I
intend to set forth the Department of Defense program and budget for
FY 1971, and the reasons that compel us to follow a transitional
course in this first year of a decade which historians will probably
view as one of world transition.



If we are to maintain America's role of world leadership in the
pursuit of peace, we must recognize the new forces at work and we
must help shape a changing world.

As the President noted, the world has changed significantly
during the past two decades. We now have stronger allies with sounder
economies; a less cohesive Communist world now exists; and many more
nations are developing independently. As we look to the future, we
must carefully define our national interests with special concern for
the legitimate interests of other nations, while recognizing that
deep-seated differences among nations will continue.

Within that context, the first decision made by the Nixon Admini-
stration was to face up to the complex and difficult problems that
beset America and the world. In the President's words:

"We could see that the whole pattern of international
politiecs was changing. Our challenge was to understand
that change, to define America's goals for the next period,
and to set in motion policies to achieve them. For all
Americans must understand that because of its strength, its
history and its concern for human dignity, this nation
occupies a specilal place in the world. Peace and progress
are impossible without a major American role."

We recognized that before problems can be solved, they must be
better defined and better understood. In our national security review,
we, therefore, focused on four overriding needs:

(A) A fresh appraisal of the forces which pose a threat to the
security of the United States and its allies.

(B) A realistic appraisal of the constraints -- for example, the
need to control inflation and reorder national priorities -- within
which our national objectives must be attained.

(C) New machinery, such as the revitalized National Security
Council and the new Defense Program Review Committee, to deal
effectively with national security problems within the cemplex
structure of the government.

(D) New national security policy, strategy, and plans which
would realistically match our military capabilities, and our research
and technology activities, to our national objectives, our available
resources, and the threats to our national security interests.



We also recognized at the outset of the Nixon Administration
that we must communicate to the Congress and to the American people
through open dialogue and rational debate that the means we propose
for solving our problems are workable and will be effective. The
President's comprehensive Report to the Congress on United States
Foreign Policy for the 1970s 1s a major application of this concept
and forms the backdrop for my Defense Report to the Congress and the
American people.

A. THE THREAT TO NATIONAL SECURITY

The first requirement we faced upon assuming office was to re-
appraise the spectrum of threats that exist in the world today.
These threats dictate to a large degree how we should implement our
basic policies in conjunction with our allies. As I noted earlier,
changes in the strategic threat that might result from successful arms
limitation talks could have a major impact on the direction we take
in our future strategic programs. ©Similarly the emergence of addition-
al nuclear-capable nations such as Communist China influences our force
planning.

Because the new strategy we are pursuing stresses a critical
review of our obligations and of the contributions of our allies to
regional defense, it will have a major impact on our general purpose
forces as well as our strategic forces. In designing our forces to
reflect the new strategy, we must therefore assess the full range of
threats which we and our allies face, including limited war as well
as strategic nuclear threats,

Permit me to highlight the four major aspects of the military
threat which we have had to consider and which we must constantly
review.

1. The Strategic Nuclear Threat

The Soviet strategic nuclear threat is impressive and it is grow-
ing. We now estimate the number of 55-9 Intercontinental Ballistic
Missiles (ICBMs) deployed or under construction to be over 275, rather
than 230 as I reported publicly less than a year ago. The number of
S55-11 ICBMs has also increased significantly. The Soviets continue
to test improvements in offensive weapons, including SS-9 multiple
re-entry vehicles and modified S5-11 payloads. Production of nuclear-
powered ballistic missile submarines has continued above previously
projected rates at two Soviet shipyards.



Communist China has continued to test nuclear weapons in the
megaton range and could test its first ICBM within the next year.
However, the earliest estimated date that they could have an operational
ICBM capability now appears to be 1973, or about one year later than
last year's projection. It appears more likely that such a capability
will be achieved by the mid-1970s. A force of 10 to 25 ICBMs might be
operational some two to three years later.

2. The General Purpose Forces Threat

The general purpose forces threat also remains strong. In the
most critical theater, that facing the NATO Central Region, the Warsaw
Pact could, in a relatively short time, assemble a force of about 1.3
million men and associated combat equipment. In Asia, Communist China
and North Korea continue to maintain substantial armed forces.

The major Soviet naval threat continues to be from the torpedo and
cruise-missile firing submarine force. By mid-1971, the Soviets should
have about 300 submarines, including 65 with nuclear power. These
forces could pose a considerable threat to our deployed naval forces
and to the merchant shipping essential to the support of our European
and Asian allies. Additionally, Soviet Naval Air Force bombers equipped
with cruise missiles could pose a threat to our naval forces operating
within range of the Soviet Union.

It is clear that the Soviet Union is embarked on an amibitious
program to achieve a global military capability.

Besides the strength of the forces deployed by potential enemies,
we must recognize that general purpose force requirements are affected
to a large degree by geography. Our forces must be structured to
account for this important factor as well.

3. The Technological Threat

In the long term, one of the most serious threats confronting the
United States is the large and growing military research and develop-
ment effort of the Soviet Union.

The implications of this Soviet effort for our future security
cannot be clearly foreseen at this time. Because the Soviet Union is
a closed society, they can conduct their military research and develop-
ment programs behind a thick veil of secrecy, making it very difficult



for us to assess their progress in a timely manner. However, we have
seen evidence of this technology in the new systems they are deploying,
including the FOXBAT interceptor aircraft, nuclear-powered ballistic
missile and attack submarines, and other Iimpressive weapons.

We cannot base our own research and development effort solely on
an estimate of the Soviet technological threat. We simply do not have
enough knowledge to assess the threat properly, The only prudent course
is to advance our knowledge at a reasonable pace in every area of sig-
nificance to our future military strength.

4, The Insurgency Threat

One of the most effective techniques used by Communist nations
has been insurgency supported by external assistance. As the
President noted in proclaiming the Nixon Doctrine on November 3rd, we
intend to assist our friends and allies in coping with such threats,
largely through military and economic assistance when reguested and
as appropriate, while looking to the nation directly threatened to
assume the primary responsibility for providing the manpower for its
defense.

In his report to Congress, the President stated:

"This approach requires our commitment to helping our
partners develop their own strength.

"In providing for a more responsible role for Asian
nations in their own defense, the Nixon Doctrine means
not only a more effective use of common resources, but
also an American policy which can best be sustained over
the long run."

The President also noted:

" while we will maintain our interests in Asia and the
commitments that flow from them, the changes taking place
in that region enable us to change the character of our
involvement. The responsibilities once borne by the
United States at such great cost can now be shared.
America can be effective in helping the peoples of Asia
harness the forces of change to peaceful progress, and in
supporting them as they defend themselves from those who
would subvert this process and fling Asia again into
conflict."



B. THE CHALLENGE AT HOME

In addition to the military threats posed from outside our
borders, we faced significant challenges within our borders.

At home, there was a growing mood of self-doubt. Our youth and
other segments of our population were becoming increasingly frustrated
over the war in Vietnam which was pushing defense expenditures higher
and higher, while our casualties were second only to those we suf-
fered in World War II. Despite the rising costs in human and material
resources, hope for success seemed dim. As we assumed office in
Janmuary 1969, no clear end was in sight, either in Southeast Asia or
at the conference table in Paris.

Partly as a result of the Vietnam war, high prices and growing
taxes were threatening the living standards of the pensioned and the
salaried. There was a clear need and a growing demand to put our
Government's fiscal affairs back in order. The Federal Budget needed
to be balanced to start bringing serious inflation under control.
Most importantly, our national priorities had to be reordered.

Moreover, our society was troubled by divisions which too often
alienated the races and divided the generations.

As we assumed office in this environment, the Department of
Defense was also confronted with frustration and disillusionment.
Blame for mediocre results of some past policies and programs fell
largely on the shoulders of the military. Our Code of Conduct for
servicemen imprisoned by hostile forces was questioned as a result of
the experiences of the PUEBLO crew. The administration of post
exchanges and military prisons and the use of non-appropriated funds
for such activities as Non-commissioned Officers' clubs were problem
areas that came to light early in the year. These were followed by
other and more serious charges of misconduct in alleged violation of
the Uniform Code of Military Justice.

As a result of repeated modernization deferrals, the Navy fleet
was threatened with approaching obsolescence. The controversial TFX,
or F-111, and the Main Battle Tank seemed to be plagued by one struc-
tural or technical defect after another. Other programs that troubled
us included the Cheyenne Helicopter, the C-5A, and the Mark 48 torpedo.
I found and reported to Congress in my first appearance last year that
current funding deficiencies on major weapons systems amounted to
about $2 billion, and subsequently reported that cost growth, for
various reasons, amounted to more than $16 billion. This situation
forced us to cancel some programs, to order cutbacks in other production
schedules, and to rely further on aging weapons and equipment.



In addition, there were administrative problems within the Depart-
ment of Defense.

I inherited a system designed for highly centralized decision-
making. Overcentralization of decisionmaking in so large an organization
as the Department of Defense leads to a kind of paralysis. Many
decisions are not made at all, or, if they are made, lack full coordina-
tion and commitment by those who must implement the decisions. The
traffic from lower to higher echelons may be inhibited; relevant and
essential inputs for the decisionmaker can be lost. In addition, there
seemed to be insufficient participation by other agencies with important
responsibilities for national security.

I was also disturbed that although long-range plans existed, they
did not always reflect realistic planning within foreseeable resources.

A1l of these challenges and problems convinced us that an over-
riding and immediate need was for the new Administration to devise
far better methods to deal with national security matters than existed
in January 1969.

c. EFFECTIVE MACHINERY TO MEET THE CHALLENGES

The Nixon Administration has taken major steps during the past
year to bring the complex and interrelated problems of national security
under more systematic review and control as the President reported on
Wednesday. These steps include:

(1) Revitalizing the National Security Council and integrating
the diverse national security machinery in order to ensure
that the President receives all major views and alternatives
before reaching a decision.

(2) Creating the Defense Program Review Committee (DPRC) as
an aid to placing national security needs in proper
relation to non-defense requirements, thereby tackling
the urgent task of reordering our national priorities
on a rational and efficient basis.

(3) Establishing the Blue Ribbon Defense Panel to make
a comprehensive study of the current organization and
operating procedures of the Defense Department and to
recommend long-term improvements in the way we manage
and utilize our nation's defense resources. I hope to
have the Panel's report by June 30, 1970.

(4) Improving the Defense Department's Planning-Programming-
Budgeting System (PPBS).



(5) Restructuring the weapons acquisition process within the
Department to ensure better decisions on what new programs
to develop and more efficient management of the programs
we undertake.

These changes are not intended to superimpose new layers of
paralyzing procedures on those already in existence. On the contrary,
they are designed to replace in some cases, and reduce in others, less
effective machinery. Our changed procedures permit a systematic
approach to the problems of national security, bringing to the atten-
tion of the President and the National Security Council those major
issues they must address in determining national security policy.
Based on my experience with this system, I am convinced that we can
obtain better overall coordination, more thorough review and analysis,
and clearer high level guidance than we have had in recent years.

D. NATIONAL SECURITY STRATEGY

As long as some nations retain their potential for armed agres-
sion or threaten to use it as a means of achieving their international
objectives, we must maintain an effective defense force -- to deter
aggression against ourselves and our allies, if possible, and to
overcome it, if necessary.

As the President made clear, in our assessment of the problems
of the 1970s, we reaffirmed our conviction that the U. S. cannot with-
draw from the world scene. The issue which must be resolved is how
the U. S. should proceed to make the most effective use of its
resources in conjunction with its partners in a quest for world peace.

The first full year of the Nixon Administration was largely a
year of review —-- review of strategy, of current capabilities, and of
major programs for the future. But it was also a year of decision.

As a result of the reviews and decisions, the President has established
the main directions of our foreign poliecy and national security
strategy for the 1970s.

1. The Nixon Doctrine

The cornerstone of the new strategy is the Nixon Doctrine. It
involves a new, more prudent policy towards Asia and permits full
recognition of our vital security interests in Europe. It has already
brought about a reduction of the American military presence in Asia.
This is most notable in South Vietnam, where the upward spiral of our
involvement has been reversed.



Henceforth, we will look increasingly to the pursult of peace
through partnership with our allies. This new policy requires that
we place more emphasis on furnishing our allies with appropriate
military and economic assistance.

The President emphasized that we will provide a shield for any
of our allies whose freedom is threatened by a nuclear power; we will
provide a shield for any other nation whose survival we judge to be
vital to our own security.

Thus we shall remain faithful to our treaty obligations, while
at the same time looking to our allies to share more of the overall
defense burden in a more fruitful partnership with us.

This is the Nixon Administration's formula of increased self-
reliance for the 1970s, first disclosed at Guam last July, proclaimed
in the President's November 3, 1969 address to the nation, and compre-
hensively outlined in his Report on Foreign Policy.

2l Elements of the New Strategy

The new strategy could have a major impact on the strategic forces
of the future. How it will do so depends upon many factors, not the
least being the outcome of SALT. President Nixon has affirmed that
our strategic power will remain sufficient for the future, to protect
both our own vital interests and those of our allies threatened by a
nuclear power. The United States bears the major costs of providing
strategic forces, thus making it possible for our allies to shoulder
more of the non-strategic burden.

As to the implications of the new strategy on General Purpose
Forces, the President had this to say:

"The stated basis of our conventional posture in
the 1960's was the so-called '2 1/2 war' principle.
According to it, U.S. forces would be maintained for a
three-month conventional forward defense of NATO, a defense
of Korea or Southeast Asia against a full-scale Chinese
attack, and a minor contingency -- all simultaneously.
These force levels were never reached.

"In the effort to harmonize doctrine and capability,
we chose what is best described as the 'l 1/2 war' strategy.
Under it we will maintain in peacetime general purpose
forces adequate for simultaneously meeting a major Communist
attack in either Burope or Asia, assisting Allies against
non-Chinese threats in Asia, and contending with a contin-
gency elsewhere."

10



An important objective of the new strategy is smaller, more mobile,
and more efficient general purpose forces that will neither cast the
United States in the role of world policeman nor force the nation into
a new isolationism. As our increased emphasis on partnership continues,
reductions in U.S. general purpose forces beyond those resulting from
Vietnamization may become possible.

It is important for all of us to understand that the Nixon strategy
also will affect our Military Assistance Program (MAP). An important
aspect of our continuous efforts to curtail overseas involvements and
expenditures 1s our ability to persuade and help allied and friendly
nations to do more than they are now doing in their own defense. We
must continue to help provide them the tools they need. Therefore,
in the interest of laying a solid foundation for peace while main-
taining an adequate U.S. defense posture at minimum cost, we should
be ready to increase MAP funds and credit-assisted sales of military
equipment abroad.

3k Vietnamization -- The First Crucial Step

The problem of Vietnam has occupied more of my attention than any
other single concern during the past year -- and rightly so. We have
tried to shift -- and to a large extent I believe that we have succeeded
in shifting -- the focus of public debate from the question of "Why
Vietnam" to "Why Vietnamization." This shift in focus is important
because it is prospective rather than retrospective —-- it focuses on
the future and what is to be done rather than on the past and "what
might have been."

Vietnamization is the first crucial step in implementing the Nixon
Doctrine. The immediate and urgent purpose of Vietnamization, of course,
is to end the war so that the men, women, and children of Vietnam can
enjoy peace and self-determination. This policy recognizes and meets
our obligations to South Vietnam and other allies participating in the
defense of that country. At the same time, Vietnamization underscores
our expectation and insistence that in the future military defense must
and will be a responsibility increasingly souldered by the Asian nations
themselves, as is now the case in Vietnam.

Vietnamization is both a complement and an alternative to the
Paris talks. By strengthening the capability of the South Vietnamese
to defend themselves rather than depending on American troops, we
provide an additional incentive to Hanoi to negotiate. If, on the other
hand, the Paris negotiations continue to be stalemated, Vietnamization
provides the means for additional American troops to be removed in an
orderly manner without sacrificing our single objective -- the right of
self-determination for the people of Vietnam.

11



Vietnamization is both a means to an end and a beginning: a means
to end the American involvement in Vietnam and to make a credible
beginning on cur new policy for peace and increased self-reliance in
Asia. This first step in implementing the Nixon Doctrine is of critical
importance in ending the war. Moreover, success of the Nixon Doctrine
can help remove the need for similar American ground combat involvement
in future Asian wars, an important objective of our new strategy.

As you know General Wheeler and I Jjust returned from a visit to
Vietnam where, among other things, we reviewed the current military
situation, the status of both the military and non-military aspects
of Vietnamization, the progress in joint planning among the Free World
forces, and the prospects for continuing U.S. troop redeployments.

General Wheeler will discuss the current military situation in
Vietnam in his accompanying statement. Earlier this week I reported
to the President on our trip. That report will form the basis of sub-
sequent reports to this Committee and other Committees of the Congress.
However, I would like today to share with this Committee some of the
major impressions that I brought back from our recent visit:

(1) The military aspects of Vietnamization are proceeding on
schedule or shead of schedule in all major categories. I can affirm
that progress has been such that the redeployment President Nixon
announced in December can and will be completed by April 15. This will
reduce the authorized troop strength by 115,500, down to 434,000 from
the 549,500 ceiling that was in existence prior to Vietnamization.

(2) On the basis of progress which has been made and on the
basis of the three criteria specified by the President -- progress in
Vietnamization, progress at Paris and the level of enemy activity --
we can anticipate continuing troop redeployments and the return home
of additional thousands of U.S. military men during 1970.

(3) We continue to face some formidable problems both on the
military and economic fronts but I believe these problems are manage-
able. I will elaborate on some of these problems in my subsequent
reports to Congress.

(k) I am confident of the growing ability of the forces of the
Republic of Vietnam to take on ever-increasing combat responsibilities.
As this process continues, there is the possibility of some temporary
reversals. A candid assessment of the situation would not be complete
without recognition of this fact.
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E. MANPOWER

The most effective weagpon system our scientists can conceive
is of no value unless we have competent engineers and talented managers
to design and produce it, skilled workers to build it, and well trained,
intelligent men and women to operate and maintain it. No program in
the Department of Defense has a higher priority than our efforts to
improve the recruitment and retention of able people.

In any large organization, the individual risks becoming a cog
in an impersonal machine and the manager too often slips into in-
flexible bureaucratic routines. We want to avoid these dangers as
much as possible in the Department of Defense. Therefore, we have
developed a comprehensive Human Goals program.

We recognize that we must give new emphasis to the importance of
the individual in national security affairs. The management philosophy
that Dave Packard and I follow in operating the Defense Department will
be discussed in detail a little later. Our basic concept is "partici-
patory management' throughout the Department. To make this approach
work effectively, we must seek out the best civilian and militsary managers
that can be found, make certain that they have authority commensurate with
their responsibility, and retain them in their position of responsibility
long enough to be productive. We have taken steps in this direction dur-
ing the past year and we intend to make more changes during 1970.

F. APPROACH TO THE FY 1971 DEFENSE PROGRAM AND BUDGET

The programs we are proposing for FY 1971 are essentially
designed to preserve our own military capabilities and flexibility
during the transition period financed by the FY 1971 Defense budget.

We have made no irrevocable decisions on the future composition of

our strategic, general purpose, or mobility forces. We know that under
any kind of sensible national security program, we will need major por-
tions of the forces that are already in existence. The precise mix

of those forces depends on many uncertain factors; some of them are
subject to our control, others are outside our influence. SALT and

the Paris Peace Talks are the most obvious factors that contribute to
this uncertainty. Other factors include:

(1) The progress of our Vietnamization policy;
(2) The need for detailed consultations with our allies; and
(3) The need to conclude additional wide-ranging studies on

such matters as the balance of forces between NATO and
the Warsaw Pact.
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During the coming year, we will continue to review what adjust-
ments 1n military strength will be required for ourselves and our
allies to make our new strategy effective, Many of these adjustments
will be reflected in our five-year Defense program next year.

As T indicated earlier, a number of significant changes are
being made in our PPBS procedures and, although we have not found it
feasible in this Defense Report to project our proposed forces and
programs beyond FY 1971, we have already started the FY 1972-76 PPBS
cycle. We confidently expect to be in a position next year to present
to the Congress our proposed five-year Defense program.

An important change under the new PPBS (Planning—Programming—’
Budgeting System) concerns the role of the Joint Chiefs of Staff (JCS)
and the Services. 1In contrast to the practice of the preceding
Administration, we are now providing the JCS and the Services explicit
strategy and fiscal guidance, prior to the submission of their final
force recommendations for the forthcoming five-year program and annual
budget. In the past, they were placed in a position where they had
to submit their force recommendations without reference to any explicit
fiscal guidance. This, in large part, explains why, in the past, the
JCS proposals always cost $20 to $30 billion more than the annual
Defense budgets recommended by the Secretary of Defense and approved
by the President.

The wide divergency between the JCS recommendations and the
annual Defense budget had long troubled me as a member of the Congress.
It was perfectly clear to me that the JCS and the Secretary of Defense
were proceeding on two entirely different planning assumptions. As
a result, the efforts of the JCS in the preparation of their recommenda-
tions were largely wasted as far as the final budget submitted to the
Congress was concerned. It seemed to me that the work of the JCS
had to be more fully integrated into the entire PPB System, particularly
in relating our military strategy and force plans to the overall fiscal
objectives of the Government. I believe that the new PPB procedures
will help accomplish this purpose, since they will enable the JCS and
the Services to make timely adjustments in their initial force recom-
mendations in light of our fiscal guidance. The final JCS and Service
proposals can then serve as a realistic basis for the preparation of
the next five-year Defense program and annual budget.
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Pending the full implementation of the new PPB System, which will
be completed this year, we have had to adopt some interim arrangements
for the development of the FY 1971 Defense program and budget. It
became evident by the late summer of last year that major reductions
would have to be made in the FY 1970 Budget, and that the conditions
which made these reductions necessary would also affect the FY 1971
Budget. Those conditions included:

(1) The determination of President Nixon to reorder our
allocation of Federal resources to bring them in line
with changing national priorities;

(2) The crucial need to bring inflation under control and
the President's dedication to this objective; and

(3) The clear intent of Congress to make major reductions
in Defense spending.

Therefore, we modified the FY 1971 segment of the previously-
approved five-year Defense program to reflect all adjustments the
Department and Congress were expected to make in the FY 1970 Budget.

We then estimated the cost of the modified FY 1971 program. The
results were provided to the Army, Navy, Air Force, Marine Corps, and
the Defense Agencies as fiscal guidance for preparing their FY 1971
Budget requests. In addition, each of the Military Departments was
given tentative force objectives for FY 1971. It was understood that
the Departments could propose changes in force levels within the fiscal
guidance.

The Military Departments and Defense Agencies submitted their
program proposals and budget estimates to the Office of the Secretary
of Defense in early October 1969, together with their proposed force
changes. The budget estimates were reviewed jointly by my staff and
the Bureau of the Budget staff, as has been the practice for many years.
The force changes were reviewed by the Joint Chiefs of Staff and by
elements of my own staff. Mr. Packard and I, in full consultation
with all of our principal military and civilian advisors, then reviewed
the outstanding issues and made final decisions on our FY 1971 program
and budget recommendations.

These recommendations, plus those of the Defense Program Review
Committee on major issues involved in the FY 1971 Defense program
and budget, were submitted directly to the President. The President,
of course, made the final decisions.
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The FY 1971 Defense Budget transmitted to the Congress by the
President totals $71.3 billion in New Obligational Authority (NOA)
and $71.8 billion in outlays, excluding any pay increases that may
be enacted by the present session of the Congress. This is $11.9
billion in NOA and $9.8 billion in outlays below that requested by
the Johnson Administration last year for FY 1970 (including the pay
raise effective July 1, 1969).

It is interesting to note that on a Total Obligational Authority
basis, the FY 1971 Defense Budget recommended by the President is only
$5.4 billion less than the amount requested by the Military Depart-
ments and Defense Agencies under the fiscal guidance I discussed
earlier. The Military Services did not make substantially larger
requests such as frequently advanced in past years under their prevail-
ing guidance. You may recall that I told some of the Congressional
Committees last year that I might well go down in history as the
Secretary of Defense who made the smallest reduction in the Service
requests, at least in the last decade. In fact, under my guidance the
Services and Defense Agencies prepared programs which cost less for
FY 1971 than the Johnson Administration asked of Congress for the
FY 1970 Budget. I believe it is fair to say that this new and more
realistic approach has produced as sound and reasonable a Defense
Budget as any in the last decade, and without the wasted effort.

As I pointed out in my first appearance as Secretary of Defense
before a Congressional Committee last year, I understand the role of
the Congress and its Committees in overseeing the vast enterprise of
the Executive Branch, and I will do everything in my power to cooperate
with the Committees in the discharge of their responsibilities.
Accordingly, throughout the preparation of the FY 1971 program and
Budget, we tried to take into account all of the views and judgments
expressed by the Congress last year in the FY 1970 Defense Authoriza-
tion and Appropriations Acts and the related Committee reports.

Many of the more important issues raised by the Congress are
discussed in following sections of this report. Others will be dis-
cussed by subsequent Defense Department and Service witnesses, or in
supporting documents furnished directly to the Committee. These
include, for example, the creation of a new position of an Assistant
Secretary for Health and Environmental Affairs. Regardless of
where these issues may be discussed, I can assure the Committee
that the Defense Department will take appropriate action on each of
the matters set forth in last year's legislation and the accompanying
reports, or be prepared to explain why no action can be taken. I have
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asked the Service Secretaries and the Directors of Defense Agencies

to personally monitor our responses to issues raised by Congress

in their respective areas of responsibility. Mr. Packard and I will
personally review all important policy matters pertaining to the
Defense Department as a whole. Follow-up action has already been
started, but because of the late enactment of much of this legislation
only preliminary progress reports are as yet available on many of
these items.

Earlier Mr. Chairman, I discussed some of the challenges I
encountered on transfer to the Defense Department from the Congress.
At this point, I would like to mention some concerns I have about the
impact of Congressional action on the Defense Department. I feel
that, as a former colleague, I can speak to some of the problems we
face that are inadvertently compounded by Congressional action. I do
so, not in a spirit of criticism but in the hope that in the coming
year we can devige better means of bringing proper Congressional
demands into closer harmony with the new Department of Defense
practices so that together we can most efficiently and effectively
discharge our separate responsibilities.

For example, one of the problems we jointly face is to oversee
Defense operations and management to ensure that the taypayer is getting
the most use of his Defense dollar. With several different Committees
properly taking an increased interest in Defense operations, we face
the prospect that additional significant costs will be added to the
Defense budget unless we can devise common means of surveillance.

This potential problem stems largely from the fact that requests for
detailed information often come in varying formats from several
different Congressional Committees directed at multiple sources within
the Department. As Secretary of Defense, I have a closer relationship
with the General Accounting Office (GAO) than has existed in the

past. As a member of Congress, I used the GAO on a frequent basis
and, since assuming office we have been working closely with the GAO
to set up a new reporting system that I feel could help to meet both
our own internal needs for increased oversight and the needs of the
various committees which oversee our activities.

I welcome the increased public interest in national security
and defense activities, reflected by the increasing attention these
matters now receive from Congress. Public criticism frequently
improves efficiency. Some public criticism in certain areas, however,
sometimes inhibits progress toward the very goals the critics profess
to support.
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Let me give one example: The Nixon Doctrine is designed to
shift our contribution to the defense of our friends in Asia to
greater material rather than manpower support from the United States.
These changes must be effected with the understanding of the allies
with whom we have these obligations. Yet public demands for United
States renunciation of its obligations, or abandonment of them forth-
with, make it quite difficult to convince our allies that our change
in policy is a move toward further sharing of burdens, and not, in
fact, an abandonment of our obligations. Thus, criticism and exposure
of the details of particular United States obligations to other
nations can sometimes inhibit the very changes we are attempting to
make -- changes which would more nearly conform to the objectives
the critics themselves seek.

I also should mention the effect of the lengthy authorization-
appropriations process on defense operations. I fully appreciate the
necessity of careful and thorough consideration of Defense authoriza-
tion and appropriations requests. But I also feel an obligation to
mention the serious concern that I frequently expressed as a member
of Congress and that I continue to have about the difficulties
created by late appropriations. They severely complicate both defense
management and planning. They also add to our costs. Defense
programs stretch over many years. It is extremely difficult to
prepare budget requests for January presentation to Congress for the
fiscal year to follow when, in the middle of the previous December,
we still do not have the current year's budget approved. We have an
added complication under the Nixon Doctrine. We are endeavoring to
reduce the need for American ground combat support by shifting the
emphasis to military assistance programs. In this case we did not
even know what Congress would finally approve for the fiscal year
1970 military assistance programs at the time we were submitting the
fiscal year 1971 defense budget to Congress.

Unfortunately, "continuing resolutions" are not a substitute
for regular appropriations. They impact not only on management and
planning, but also on costs. In the early years of a development
program, the costs increase markedly from one year to the next,
sometimes doubling or tripling. To scale down the program in mid-
development to the level of effort of the previous year, as required
by continuing resolutions, can disrupt programs and increase total
costs. Reprogramming funds later is only a limited remedy because
lengthening periods under continuing resolutions severely comstrict
even this amount of flexibility.
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I know that the Members of this Committee and other Members of
Congress are aware of these problems and are seeking ways to shorten
the authorization-appropriation process or to lengthen the period
for which authorizations and appropriations are granted. I hope that
as we move into the decade of the 19T70s, we can together devise better
means for meeting our joint and separate responsibilities for more
effective utilization of the defense dollar.

As a final note, Mr. Chairman, let me restate to the Committee
my conviction that, given the staggering challenges that confronted
us one year ago, 1 believe we have made significant progress in
attempting to meet them.

Vietnamization, SALT, and the development of a new national
security strategy are concrete manifestations of major progress.
The threats from abroad, though growing, continue to be contained for
the present at less expense than in recent years, and a new, vigorous
attack on our domestic problems has been set in motion.

Furthermore, we have established new machinery that promises
to produce more rational decisions in foreign and national security
policy, in urban and domestic affairs, and in restoring and main-
taining a proper balance between defense and non-defense needs.

Given a sufficiently tranquil world, the Defense Department's
objective in the 1970s concerning fiscal matters will be to keep
defense spending at such a level that: (1) additional resources will
become available for domestic programs; and (2) we will do our share
in turning the tide against inflation. In doing this, we must and
we will maintain sufficient strength to ensure our ability to deter
aggression and meet our Defense needs.

I believe it is obvious that a new balance between defense and
non-defense spending cannot be achieved in one year, or even in two.
Transition to a new equilibrium will take time. We made a beginning in
1969 and are continuing the transition into calendar year 1970. We
consider our fiscal year 1971 budget another building block in that
transition.

The Nixon Administration's program for winding down inflationary
defense spending and for reallocating resources to domestic needs have
no doubt had an effect on the mood of the country. Not all of the
challenges we encountered last year have been met. In the coming
year, I hope that closer working relationships with Congress will
help us find better, less costly means for meeting our joint and
separate responsibilities.
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In summary, Mr. Chairman, we have not solved all the hard problems
before us as we proceed to implement the programs which we deem
necessary for the security of our country in the 1970's. And, of
course, we must realize that there is some risk attached to our lowered
defense budget at a time when there has not been a similar reduction
in the threats we face. As Secretary of Defense, however, I want to
assure this Committee that I will not hesitate to recommend any action
that may be required to ensure the security of our country and our
people should the degree of risk become unacceptable.

We have made a determined effort in planning the FY 1971
Defense budget to be fiscally responsible, to maintain our current
basic capability with modernization as appropriate, and to provide
the foundation for our work ahead -- that of reshaping our military
establishment to support our new strategy and our revised national
priorities.

Finally, I must state that this is a rock-bottom budget. I
believe that the national security would be jeopardized by any
further reductions in our FY 1971 Defense budget request. In our
testimony throughout the authorization and appropriations processes
in the House and Senate, I hope we can convince the Congress that
the program presented to you is the right program for the first
year of this new decade.
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I. PRIORITIES AND RESOURCE ALLOCATION

The Nixon Administration attaches paramount importance to the
problem of devising more rational ways for the Federal Government to
allocate the resources at its disposal among the many worthy but
highly competitive claims. I want to devote this section of my
Defense Report to a discussion of what we have done and what we
intend to do in support of this task.

Determining the best use of our limited resources 1s the
essence of good planning. During the past year, at the direction of
the President, we have mounted a vigorous and determined effort to
reduce Defense expenditures. We have done so to help combat infla-
tion and to free resources for other pressing needs. The FY 1971
Defense Budget reflects this continuing effort.

A, PROGRESS ACHIEVED

The Johnson Defense Budget for FY 1970 proposed just a year ago
was the highest in the last two decades in both requested obligating
authority and estimated outlays. In January, 1969, defense military
and civilian manpower stood at 4,646,082, the highest level since Korea.

Against the perspective of the situation a year ago, two con-
clusions are obvious as we look at the FY 1971 Defense budget and the
Federal budget in general.

First, there has been a sharp cutback in the Defense budget --
a record-setting cut, whose size and impact are not yet fully revealed
or comprehended. In mid-March, we plan to announce base closures and
related economies required by the reduced budget.

Second, there has been a major realignment of priorities within
the Federal budget. Defense reductions have been more than matched
by increases in other Federal programs.

The table on page 24 highlights some of these changes -- start-
ing with the situation a year ago and running through the FY 1971
budget. Let us consider these highlights:

—-- The Johnson budget for FY 1970 projected $85.6 billion
in total obligating authority for Defense. This sum has
been reduced by $8.6 billion for FY 1970 -- the largest
reduction for a single year since the budget for FY 1946,
as drawn up in January, 1945, was revised when World War
IT ended.
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-- The Johnson budget for FY 1970 projected $81.6 billion
in Defense spending. This sum has been reduced by $4.6
billion for FY 1970 and by an additional $5.2 billion for
FY 1971 -- a total reduction of $9.8 billion.

-~ Defense spending fell from 9.5% of the gross national
product (GNP) in FY 1968 to 8.7% in FY 1969. It will
drop further to 7% in FY 1971 -- the lowest percentage
since FY 1951.

——- Defense as a share of the Federal budget fell from
40.6% in the Johnson budget for FY 1970 to 37.7% in the
revised budget for FY 1970. The Defense share will
drop further to 34.6% for FY 1971 -- the lowest share
since FY 1950.

—-- Military and civilian manpower has been reduced sharply -—-
371,000 below the Johnson budget estimate levels for

June 1970 and 311,000 more in FY 1971. Thus, manpower
will have been cut by 682,000 in two years.

—- The number of men and women entering military service
rose by 55% from 1964 to 1969, and was projected to
go even higher under the Johnson budget for FY 1970.
We have reversed this trend. The number entering ser-
vice will drop by 25% from FY 1969 to FY 1971.

-— The impact of some of these economizing actions is
illustrated by the decline of unfilled orders from
industry of $3.1 billion. The industrial pipeline
has been shortened by 1.8 months, or by more than 20%.
In addition, more than 640,000 employees in defense
industries will have been affected by the budget reduc-
tions in FY 1970-T1.

The lower part of the table shows Defense outlays in constant
dollars. These deflated figures place Defense cuts in better perspec-
tive since, by eliminating the effect of pay raises and price increases,
they show the volume of resources commanded by Defense spending.
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Defense spending was $50.8 billion in FY 1964. Had there been
no changes in pay rates or general price levels since then, the
FY 1971 budget would be $54.6 billion. That is, in real terms —-
in terms of constant buying power -- the FY 1971 budget is only
$3.8 billion, or about 7%, above the pre-war FY 1964 level. Be-
cause the cost of the war in Vietnam is still substantially greater
than $3.8 billion, our budget for non-SEA programs is substantially
less in real buying power than it was in FY 196L.

The last line of the table presents Defense spending in constant
FY 1969 dollars. Defense spent $78.7 billion in FY 1969. In terms
of FY 1969 dollars, the FY 1971 budget is $65.9 billion -- down
$12.8 billion or 16% from FY 1969 buying power. While some of this
decline is traceable to the reduced incremental cost of the Vietnam
war, a significant portion reflects reductions in non-SEA expenditures.
I have already mentioned the sharp reductions in military and
civilian personnel that are implied by this budget. I should add
here that the cutbacks in the non-personnel portions of our budget
are even greater. In real terms, purchases of goods and contractual
services will decline by over 20% from FY 1969 to FY 1971.
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ECONOMIC IMPACT OF DEFENSE PROGRAMS

Total obligating
authority

Outlays (spending)

Defense as a per-
cent of GNP

Defense as a per-
cent of Federal
budget

Defense manpower
military and
civilian

Personnel entering
military service

Unfilled defense
orders in
industry

Industry pipeline
(unfilled orders
related to ship-
ments )

In FY 1964 dollars

T Today FY 1971

FY 1970 Johnson FY 1970 $72.9
budget-$85.6 revised - billion
billion $77.0 billion
FY 1970 Johnson FY 1970 $71.8
budget-$81.6 revised - billion
billion $77 billion
9.5% 8.7% T%
FY 1968 FY 1969
40.6%, 37.7%, 34,6%
FY 1970 FY 1970
Johnson budget revised
4,735,000 4,364,000 4,053,000
June 1970, in June 1970, in June 1971
Johnson budget revised budget
1,054,000 836,000 753,000
FY 1970 FY 1970
in Johnson revised
budget
$33.1 billion $30.0 billion
8.6 months 6.8 months

DEFENSE OUTLAYS IN CONSTANT DOLLARS

($ bpillions)

FY 1964 FY 1969 FY 1970 FY 1971
$50.8 $65.6 $60.0 $54.6
61.3 78.7 T2.3 65.9

In FY 1969 dollars

2k



Another table, on page 26 shows budget trends over a somewhat
longer time span. Let me emphasize a few of the points shown in
this table:

-- Defense spending in FY 1971 will constitute the lowest
percentage of total spending by the Federal government,
or of GNP, in 20 years.

—- From FY 1969 to FY 1971, Defense spending has fallen by
$6.9 billion, while non-defense Federal spending has
risen by $24.6 billion. This divergence indicates the
extent to which Defense reductions are now being applied
to other national needs.

-- From pre-war FY 1964 to FY 1971, Defense expenditures show
an increase of $21 billion; other Federal expenditures
increase by $6L4.9 billion.

—— If the FY 1970 Johnson budget is used as a benchmark,
Defense spending is down $9.8 billion in FY 1971 while
other Federal programs are up $16.2 billion -- a sig-
nificant shift of priorities in a single year's time.

To summarize, we have made some record-setting cuts in the
Defense budget in a very short time. These have brought about the
lowest Defense share of the Federal budget -- and the smallest impact
upon the economy or the population -- in two decades or more. And
we are proposing for FY 19Tl a rock-bottom budget that in real terms
is only about T% above the peacetime FY 1964 level.

Frankly, Mr. Chairman, considering the monumental fiscal
problems we faced in January of 1969 -- not to mention the other
challenges I addressed earlier in my remarks -- I believe we have
made notable progress during the past year. This progress, in my
judgment, reflects in large measure the cooperation we have received
from this Committee and other Committees of the Congress. It
reflects also the splendid teamwork and participation of the Services
and the Joint Chiefs of Staff, and the dedication and enthusiasm of
the members of my civilian team. Perhaps the most important single
factor has been the leadership of the Deputy Secretary of Defense,
David Packard.

Equally frankly, I recognize full well that we still have a
long way to go, both in fiscal terms and in our response to our other
problems. I am by no means completely satisfied. There is still
much work to be done.
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Departwent of Defense

DEFENSE BUDGET, FEDERAL BUDGET, AND GNP FOR SELECTED YEARS

(Amounts in Billions of Dollars)

Federal Budget Outlays Outlsys as % of:

Fiscal
Net |Dept. of bA Federal
Years GNP Total |Defense Other |Offsets GNP Budget
1950 {Lowest year sé?ce
World War IT $ 263.31$43.1 |$11.9 [$31.2 NA L.sp | 27.7%
1953 {Korea peaké/ 358.91 76.8 L7.7 29.1 NA 13.3 1 62.1%
1961 {Ten years ago 506.51 97.8 4L .6 55.7 -2.5 8.8b{ Lk.5%

1964 lLast prewar year 612.21118.6 50.8 70.7 -2.9 8.3 | k1.8

1968 1sEA peakg/ 822.61178.9 78.0 |105.5 -k.6 9.56 | L2.9%

1969 liast actual year 900.6118L.6 78.7 1111.,0 -5.1 8.7 § Ll.5%

1970 [Johnson Budget 960.01195,3 81.654 119.4 -5.7 8.5% 1 L4o.&6%

1970 [{Current estimate 960.01197.9 77.0 {127.0 -6.1 8.06 | 37.7%
e

197 Budget estimate |1,020.01200.8 71.8 1135.6 -6.6 T.06| 34.6%

1971 {In 196k dollars 54,6
Changes: a
1964 to 1971 +407.81482.2 +21.o—/ +64.9 -3.7
1969 to 1971 +119.4k }+16.2 -6.9 {+24.6 -1.5
/ Measured in terms of Defense outlays as a percentage of GNP and Federal budget .

These amounts are undistributed intragovernmental transactions deducted from
Government-wide totals. These include Government contribution for employee
retirement and interest received by trust funds.

Includes the $2.6 billion cost of the July 1, 1969 pay raise. The pay-raise
costs were not shown in the agency totals, but were included in a Govermment-
wide contingency estimate in the FY 1970 Johnson budget.

5.% of the GNP growth during this period, and 24..% of the increase in the
Federal budget.

Lowest % of GNP since 1951; lowest % of Federal
budget since 1950.
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BY LOOKING TO THE FUTURE

How, then, do we intend to carry forward into Fiscal Year 1971
and beyond the search for even better and more rational allocation
of resources? We must be cautious, for a great deal will depend on
events beyond our control. But the general thrust of our program is
Clear in this transitional Budget.

The general context of national concern will be broader than in
the past. Our national security will be more carefully related to
the strength of our economy and the need for improving the quality of
life in America. Because more of our resources will be channeled away
from Defense, at least on a relative basis, those resources which will
be available to support our defense forces will become somewhat scarce,
even though we are and will remain the richest nation in the world.

I want to assure this Committee, however, that we shall not be
obliged to sacrifice our people's safety. Nothing can have a higher
priority than our nation's safety and security. We shall not allow
them to be endangered so long as we have the support of Congress and
the nation for the continuing essentials of national security. As the
President noted in his Foreign Policy Report:

"Defense spending is of course in a special category.
It must never fall short of the minimum needed for security.
If it does, the problem of domestic programs may become moot.
But neither must we let defense spending grow beyond that
justified by the defense of our vital interests while
domestic needs go unmet."

Additional reductions in future years are possible, for one
reason because dividends await us from organizational and management
improvements. We have not been organized properly in the past. We
have not made the most rational and efficient use of those strengths
and capabilities that the defense community has had at its disposal.
To rectify this serious shortcoming, the Nixon Administration has put
into effect far-reaching organizational improvements and we have
instituted some important changes in Defense Department management.
Before describing those improvements, let me mention some problems of
the governmental environment.

1. Lack of Automatic Regulator

In government we lack the allocative mechanism provided to
business by the marketplace. There are no automatic indicators
to tell us how much education to provide, how much welfare, how much
defense. In fact, in the American system, we assign to the government
precisely those activities that are not market-oriented. If any
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activity can be handled on a buyer-seller basis, we generally leave
it in the private sector. The public sector normally gets involved
only when costs and/or benefits are widely diffused and difficult to
measure,

2. Structural Flaws

In addition to this lack of impersonal benchmarks to guide the
allocation of scarce resources, we face structural and institutional
difficulties.

The Federal government has not, in the past, been very well
organized across the board to analyze basic problems of resource
allocation. We have not had an appropriate mechanism for weighing
one Federal program against others within the context of the Budget
as a whole or in an appropriate time frame.

Let me discuss this complex challenge with the help of the

following simplified chart, which uses defense as an example to
illustrate the chain of allocative decisions that must be made.

RESOURCE ALLOCATION, GENERAL TO SPECIFIC

Sector and Decision Level Allocative Problem

1. Overall U.S. Economy Private vs. Public (Government)
2. Government Federal vs. State vs. Local

3. Federal Government Defense vs. HEW vs. OEQ vs.

Transportation, etc.

L. Defense Strategic vs. Gen. Purpose vs.
R&D vs. MAP, etec.

5. Defense Program ICBMs vs. SLBMs vs. Bombers
6. Defense System MINUTEMAN vs. TITAN vs. Other
T. Defense Weapon Warhead vs. Guidance vs. Pene-

tration Aids, etc.

Of course, the problem is not as simple as this chart suggests, since
account must be taken of the feedback that occurs throughout the
allocation process. For example, after an overall Federal allocation
is established, it may later develop that this allocation is far from
optimum, when viewed in the light of actual appropriations enacted,
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a changed economic enviromment, or a changed world situation. I
think the past experience with Vietnam budgets is a good example.
Expenditures were adjusted at all levels, particularly at point L
within Defense, as more resources were devoted to General Purpose
Forces. The combination of increases in the Federal budget brought
about a major change at point 1 -- the surtax.

As to the first item on the chart, it is clear we must look
at revenues and expenditures together. For example, when we grant
exemptions in our tax laws, we are, in effect, spending. In fact,
"tax spending" is the current term used to describe this procedure,
and it is a huge amount. Would we appropriate these same amounts
directly? Clearly, tax spending should meet the same criteria for
resource allocation as direct spending, but we have no mechanism
for considering them together.

Turning to the second item on the chart, we may note that
some activities, such as defense and foreign affairs, are almost
completely Federalized. For many others, however, the Federal
Government plays only a part -- sometimes a realtively small part --
in the overall U.S. effort. These include health, education, wel-
fare, housing, and transportation, to name a few. The Federal effort
in each of these areas should make sense in terms of the totality of
governmental and private activity. And, I must emphasize, all Federal
dollars on both sides of the budget are in competition here. Once
again, I don't think institutional arrangements are appropriate to our
needs.

Moving to the third point, consider what we face in allocating
resources within the Federal sector. We find that Defense -- roughly
1/3 of the budget total -- is completely controlled through the annual
authorization-appropriation process. The non-Defense portion (2/3 of
the budget) is only about 1/4 so controlled. About 75% of the civilian
programs are frozen in long-standing statutory formulas and other
relatively fixed guidelines. If Congress or the President wants to
change the allocation of resources within the Federal sector (or
among the Federal and other sectors) in any reasonably short period
of time, such as a year or two, the only course open is the appro-
priation process -- but that process covers less than half of the
direct-expenditure side of the budget, and none of the tax spending.

Ttems 4 through 7 refer in the chart, of course, to internal
allocational problems of the Defense Department.

What I conclude, Mr. Chairman, is that the annual authorization-
appropriation process as it exists today is not a sufficiently
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effective means for the timely allocation of resources. It is too
limited in scope and in time.

This problem was stressed increasingly throughout the late
1960s. For example, President Johnson's last budget message observed
that ". . . in some cases, national priorities are arbitrarily distorted
by the fact that outlays for some Federal programs are sheltered in basic
law from meaningful annual control . . ." With s large part of the bud-
get fixed by law, and with recurring fiscal crises, the only recourse
has been to apply the brakes to those programs that are appropriation-
controlled. This is not a sound basis for allocating resources, but it
is all we have had. This condition will persist until we find a way
to look at our requirements and our resources across the board, and to
do this far enough in advance so that we allow ourselves time to work
through the changes, including legislation, that are indicated.

These are especially important considerations for us in the
Department of Defense. When Congress or the President seek to achieve
an economic result through appropriated funds, our 1/3 of the budget
looms large in the controllable portion. Regardless of the merits,
sheer expediency dictates that defense must bear the brunt of any major
cutbacks.

Even more important, we have lacked any mechanism for setting
Department of Defense programs and levels beyond the short term. When
I say "short term" here, I mean just that. As already noted, our FY 1970
appropriation was enacted six months after the fiscal year began. We
find basic questions being repeatedly thrashed out in an authorization
and appropriation process, then reopened the next yYear before the ink
is dry. These difficult conditions generate a turbulent climate for all
our planning and operations. It is imperative that we find a way to
correct this situation.

On the civilian side, most substantive issues are handled through
the legislative process, and resolved at least for a meaningful measure
of time. Consider, for example, the situation that would exist if the
entire Social Security program had to be reviewed and re-enacted each
year, and if the program had to operate on a stopgap basis for several
months each year.

C. THE NEEDED IMPROVEMENTS

I believe it is clear two things are needed. First, we must
get our house in order within the Executive Branch. Then we must
approach the Congress with some specific proposals that will facilitate
our resource-allocation process.
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I want to turn now to the steps we have already initiated in the
Executive Branch.

Let me begin by mentioning, briefly, the function of systems
analysis, or program review. This is a very important tool within
the Department of Defense for helping David Packard and me to make
hard choices in acquiring weapons and establishing force goals.

There has been criticism of this function, or of its misuse in
the past. Some of this criticism has been justified. In my view,
however, systems analysis, when properly used, is an essential manage-—
ment tool.

There are no absolute answers to the kinds of questions we face
in Department of Defense decision-making. Systems analysis, properly
used, elevates the level of judgment and helps decision-makers to
sort out fact and opinion.

1l Federal Objectives and Resource Allocation

While systematic and rational allocation of resources within and
among Defense programs makes sense and contributes to efficiency, it
will contribute even more if a similar approach were taken at higher
levels of decision making. Rational allocation of resources at the
topmost levels requires that we define our national objectives. To
this end the President has established a National Goals Research
Staff in the White House.

National security studies and analyses, conducted under the
aegis of the National Security Council or unilaterally by the Defense
Department, can provide a good deal of information about our world-
wide commitments and basic security needs. But in the past, when
such analyses were made, they almost never addressed the other parts
of the equation, that is, our non-Defense objectives and the resources
available to attain them.

Since studies within the NSC and the Department of Defense focus
on requirements, there is a built-in tendency to request more resources
than are available. Although our predecessors took steps to mitigate
this tendency through the Planning, Programming, and Budgeting System
within the Depértment of Defense, we cannot and should not expect the
Department of Defense or the NSC to decide on the final allocation of
resources between Defense and non-Defense activities. The President
and ultimately the Congress must make these decisions.
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2. Defense Program Review Committee (DPRC)

During this past year, it became increasingly evident that we
needed a better way to come to grips with allocation of overall Federal
resources to the various Departments -- and we needed it quickly. This
problem is one that had concerned me during my years in Congress, and
as I watched this year's rather radical shift in the Federal budget,

I became convinced that we must take some very strong action to improve
out understanding of what was happening, and to manage our resources
better. While my broad concern continues, my primary responsibility in
the past year has been for the Department of Defense and the resources
available for national security.

We have not fully solved the problem of rational resource alloca-
tion at the highest levels of Government, but this Administration has
taken what I believe to be a pioneering step in integrating national
security programs into the overall picture of Federal priorities. Last
October, the President established the Defense Program Review Committee
to assist him in carrying out his responsibilities for the conduct of
national security affairs, particularly in reviewing major Defense issues
involving military, political, and economic considerations of the highest
order. The President discussed the role of this committee in his Foreign
Policy Report.

The DPRC is not just another level of review in the Executive
Branch that adds to the burden of our already unwieldy machinery, or
that oversees the detailed operation of the Defense Department. This
Committee is not intended to monitor on-going internal operations,
programs, or budget processes of the Defense Department. Nor will it
intrude into the process of formulating proposals for Defense programs.
These functions continue to be the responsibilities of the Secretary
of Defense, as heretofore. The Defense Program Review Committee can
and does, however, serve a very useful purpose in achieving a proper
balance in the resolution of the basic allocative problems in the
Federal Government. This committee can and hopefully will:

Assist the President in determining that our national
security commitments and requirements are properly
evaluated and costed.

Review the overall inventory of national resources to provide

better insight into balancing the distribution of total
Federal resources.
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Help to array for the President the various benefits and
costs of higher, and lower, national security budgets.
The committee can be particularly useful in explaining,
where national security needs seem especially high, the
impact of added expenditures on other national goals and
the means by which such impact can be ameliorated.

If this group functions effectively in this way, it will further
improve our national security decision-meking process.

The Economic Report of the President projects potential non-
defense Federal expenditures to rise from $192 billion in calendar
year 1971 to as much as $206 billion by calendar year 1975. On the
basis of this anticipation, we can expect our government to continue
being confronted by major allocative problems in the years just ahead.

This is why it is so important -- and why the Nixon Administra-
tion is making such a concerted effort -~ to devise mechanisms and
means for making rational choices among competing claims.

There is a danger, however, that the pendulum could swing so
far that unwise cuts in defense spending might be approved should
there be some mistaken or distorted vision of our proper priorities.
I would be less than candid if I told you this danger did not worry
me. I promise my best efforts, and I solicit yours, in guarding
against budget cutting involving unmcceptable risks.

Time and again in our past history our nation has paid a heavy
price for allowing its armed forces to dwindle to levels that proved
to be too low to discourage or to promptly counter aggression. America
must never have "too little, too late" where our people's safety and
our national survival are at stake.

To maintain the military strength our nation needs in the years
immediately ahead, we in the Department of Defense require the American
people's understanding of and vigorous support for the rock-bottom
Defense budget submitted for FY 1971. I shall do my best to manage
the Department of Defense so as to deserve and win that support. Greater
cuts than we have provided, we dare not risk.
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IT. STRATEGIC FORCES

Our strategic forces -- both offensive and defensive -- account
for about 12 percent of the total FY 1971 Defense budget, but their
vital importance to our security, and, indeed, the security of the
entire Free World, far transcends their relative cost. These forces
unquestionably provide the basic foundation of our deterrent.

A. THE STRATEGIC SITUATION

The President has just reported to Congress and the American
people on United States foreign policy. Incorporated in his report
was a discussion on United States strategic policy and the strategic
environment. Therefore, in this report, I would like to cover only
those factors of specific concern to the Department of Defense —-
the strategic threat, United States strategic force planning, and
those programs which we propose for FY 1971.

The difficult task before us is to derive a proper balance of
forces appropriate to fulfill our objectives in the current and future
strategic environment.

B. THE THREAT

The situation caused by the continuing rapid expansion of Soviet
strategic offensive forces is a matter of serious concern. For some
time, the Soviet forces which became operational in a given year have
often exceeded the previous intelligence projections for that year.

The projections for ICBM and SLBM strengths for mid-1970 and mid-
1971 have been revised upward in each of the past five years as
additional information on Soviet deployments has become available.

For example, the current estimates of total operational Soviet ICBM
and SLBM launchers expected by mid-1970, when compared with the
projections for mid-1970 made last year, show an increase of well

over 100 launchers. The same basic trend is evident in the projections
for 1971.

The fact that our projections have not reflected all of the growth
in Soviet offensive missile strength over the past several years is
less important than the actual magnitude of this threat. In a
separate Appendix to this report, we include a discussion of the
strategic threats, which is summarized in the pages that follow.
During the forthcoming year, changes can be expected.
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1. Soviet Strategic Forces

Soviet strategic offensive forces include intercontinental
ballistic missiles (ICBMs), ballistic missile submarines, heavy
bombers, medium range and intermediate range ballistic missiles
(MR/IRBMs), and medium bombers.

Soviet defensive forces, which are the most extensive in the
world include interceptor aircraft, surface-to-air missiles (SAMs),
and ballistic missile defense (BMD). The interceptor aircraft and
SAMs, together with the necessary air warning facilities, are con-
sidered air defense forces.

a. Strategic Offensive Forces

Intercontinental Ballistic Missiles (ICBMs): The Soviets now
have more operational ICBM launchers, over 1,100, than the United
States, 1,054. More than 275 of these Soviet launchers are for the
large SS~9. It is projected that there will be over 1,250 operational
ICBMs on launchers by mid-1970.

The change brought about by the Soviets in their strategic missile
force 1s readily apparent when we recall that they had only about 250
ICBM launchers in 1966. At current deployment rates, they will markedly
improve the numerical advantage they already possess. In addition to
quantitative increases, the Soviets are actively working on qualitative
improvements, for example, thelr testing of multiple reentry vehicles
with the SS-9.
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Ballistic Missile Submarines: The Soviets have continued their
priority construction program for the Y-class ballistic missile sub-
marine. This submarine, which is similar to the U.S. POLARIS submarine,
carries 16 missiles with a range in excess of 1,200 n.m. The Y-class
submarine is in series production at a large facility near Severodvinsk
and possibly at another smaller yard. It is estimated that these two
facilities can accommodate a total of 12 complete hulls and that they
are producing as many as eight submarines per year. As production
experience is gained, it is possible that the rate of output from these
two facilities will increase significantly. Based on a construction
rate of up to eight units per year it is believed that there are cur-
rently several Y-class units operational.

The U.S. has 41 POLARIS submarines. At current construction rates,
the Soviets could have from 35 to 50 of the "Y" Class submarines by
197L-T75.

The Soviets also have a number of older, smaller, diesel-powered
ballistic missile submarines, such as the "G" Class submarine.

Heavy Bombers: The heavy bomber force of the Soviet long range
air force has remained relatively stable over the past few years. It
is currently believed to consist of about 200 BISON and BEAR aircraft,
of which about 50 are configured as tankers. Some of these aircraft
are equipped with air-to-surface missiles (ASMs). There is no evidence
that the Soviets are developing a new heavy bomber.

Medium Range and Intermediate Range Ballistic Missiles (MR/IRBMs).
The Soviets have operationally deployed about TOO MRBM/IRBM launchers.
Most of the launchers are located in the Western USSR, and comprise
the principal strategic threat to targets in Europe. This force
probably has remained relatively static in numbers of launchers for
the past several years. The Soviets probably will effect qualitative
improvements to the force as time progresses. It appears they are
investigating the use of solid propellants for MR/IRBMs.

Medium Bombers: The medium bomber component of the Soviet long
range alir force consists of some TOO aircraft, some of which are
believed equipped with ASMs. There have been reports which indicate
that the Soviets have gone forward with a new type boumber, capable of
medium range, and with better speed, altitude and radius of action than
the Blinder.

b. Strategic Defensive Forces

Air Defense: The Soviets have introduced a number of new inter-
ceptor aircraft into their inventory over the past several years.
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They now have several thousand fighters in their air defense system.
Their aircraft are capable of supersonic speeds and are armed with

the latest air-to-air rockets and missiles. Their latest, the FOXBAT,
is capable of speeds nearly three times the speed of sound. The
Soviet Union has extensive all-weather surface-to-air missile coverage.
The latest system, utilizing the SA-5 missile, is being installed in
various locations to supplement already existing SAMs.

Ballistic Missile Defense: Soviet ballistic missile defense
consists of long range radars around the periphery and an ABM system
deployed at Moscow. The system at Moscow consists of some 60 launchers
designed to fire a long range, high altitude interceptor missile.
Deployment at Moscow is nearly complete.

The Soviets have an active ballistic missile research and
development program designed to improve the present system or to
develop substantially better second-generation ABM components. We
now have hard evidence that they are testing an improved long-range
ABM. They are also expanding their radar surveillance coverage.

2. Chinese Strategic Forces

As in the Soviet case, Chinese strategic forces are comprised
of both offensive and defensive components. Expansion of both
components has been progressing and is expected to continue in the
foreseeable future. On the offensive side, the threat is currently
limited to air-delivered nuclear weapons, but an operational medium-
range ballistic missile could be deployed at any time. They probably
also are seeking improvement of defensive forces by deploying
increased numbers of surface-to-air missiles (SAM) and fighter
interceptors.

a. Strategic Offensive Weapons

Intercontinental Ballistic Missiles (ICBMs): The start of flight
testing for an ICBM 1s expected during 1970. Such a program would
require at least three years before an operational system could be
deployed. It is more likely, however, that as many as two to three
additional years would be required. If flight testing began in the
near future, the Chinese might have as many as 10-25 ICBMs in 1975.
The estimated range would be about 6,000 miles. A solid propellant
rocket motor may eventually be developed for an ICBM. Although
construction of a solid propellant manufacturing facility has been
completed, it is believed that a solid propellant ICBM would not be
ready for deployment before 1975.
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Medium Range Ballistic Missiles (MRBMS): The Chinese probably
intend to deploy the MRBM. Deployment will probably come sometime in
1970, and by the mid-1970s, China could have a force of 80-100 MRBMs.
Based on the fourth nuclear test, the Chinese might be able to deploy
an MRBM with a warhead of approximately 20 KT. The missile will
probably have a range of up to 1,000 miles.

Bombers: The air-delivered nuclear threat consists of a few
TU-Ls, several TyU-16s, and some IL-28s. The TU-16 will probably be
the principal aircraft for nuclear delivery in the future, eventually
replacing the older models.

Submarines: Although the Chinese possess a conventionally powered
ballistic submarine, there is no significant threat at this time from
a submarine launched ballistic missile.

b. Strategic Defensive Weapons

The Chinese strategic defensive system is composed of radar,
interceptor aircraft, and possibly some surface-to-air missiles.
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C. STRATEGIC FORCE PLANNING

Both the Soviet Union and the Chinese Communist strategic
nuclear threats, as presently projected through the mid-1970s, have
important implications for our own strategic force planning.

Fven if the Soviet Union follows a "low force - low technology"
approach, described in the Appendix, during the next few years, it
could still have almost 2,000 reentry vehicles in its ICBM force by
the mid-1970s. This force, alone, would be more than enough to
destroy all U.S. cities of any substantial size. More than halfy of
the U.S. population lies within range of the growing Soviet SLBM
force. And, of course, in defense planning, we must also take into
account the Soviet bomber force, which is expected to decline only
gradually in the near term.

In view of the magnitude of the current Soviet missile threat to
the United States, and the prospects of future growth in quantity and
quality, we have concluded that a defense of our population against
that threat is not now feasible. Thus, we must continue to rely on
the retaliatory power of our strategic offensive forces to deter the
Soviet leaders from launching a nuclear attack on our cities.

But, if we are to rely on these forces for deterrence, we must
be sure that they can at all times and under all foreseeable conditions
inflict decisive damage upon the Soviet Union, or any combination of
aggressors, even after our forces have been subjected to an all-out
nuclear surprise attack. The frequently debated question as to
whether or not the Soviets are deliberately seeking to achieve a
"first-strike'" capability against the United States is an important
but not the crucial issue in this context. What is crucial is whether
they could achieve such a capability in the future. In any event, in
evaluating the adequacy of our strategic forces we must always provide
for the possibility that the Soviet Union might launch a surprise
attack against the United States -- particularly if it might assure a
more favorable outcome for them. Our strategic forces are primarily
designed to deter such an attack. Thus, regardless of how we interpret
Soviet intentions, we still must deal with Soviet capabilities in
assessing the sufficiency of our strategic forces for deterrence --
now and in the future.

Our forces must be adequate to ensure that all potential

aggressors are convinced that acts which could lead to nuclear attack
or nuclear blackmail pose unacceptable risks to them.

39



Our latest analyses of strategic force effectiveness indicate
that the presently programmed U.S. forces should be able to provide
an adequate deterrent for the near term. For the longer term, there
is less certainty that our present capability will remain adequate.

Should the Soviets follow a "high force - high technology" approach,
also described in the Appendix, during the next several years, they
could pose not only an overwhelming threat to our cities but also a
very formidable threat to our land-based missile forces and bombers.

Thé rapidly growing Soviet SLBM force does not now constitute a
significant threat to our land-based missiles. But, without ABM
defense of our bomber bases, by 1972 it could constitute a severe
threat to the pre-launch survival of our bomber forces. Under these
circumstances, the warning time for our bomber bases located near the
coasts could be considerably reduced. With considerably less warning,
even our alert bombers could be vulnerable.

According to our best current estimates, we believe that our
POLARIS and POSEIDON submarines at sea can be considered virtually
invulnerable today. With a highly concentrated effort, the Soviet
Navy today might be able to localize and destroy at sea one or two
POLARIS submarines. But the massive and expensive undertaking that
would be required to extend such a capability using any currently
known ASW techniques would take time and would certainly be evident.

However, a combination of technological developments and the
decision by the Soviets to undertake a world-wide ASW effort might
result in some increased degree of POLARIS/POSEIDON vulnerability
beyond the mid-1970s. I would hope that POLARIS would remain
invulnerable at least through the 1970s. But, as a defense planner,
I would never guarantee the invulnerability of any strategic system
beyond the reasonably foreseeable future, say 5-7 years.

That is one of the reasons why we are proceeding with the
research and development for a new sea-based missile system, the
Undersea Long-Range Missile System (UIMS). The new, longer range
missile proposed for this system would greatly increase the submarine
operating area, thereby making the ASW problem much more difficult
from the ocean search and logistic support standpoints. With their
long range missiles, these ships could be based in the U.S., and
their weapons could be maintained in an "on target" status during the
entire deployment period of the submarines.
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The foregoing discussion relates to what is frequently called
"pre-launch survivability" of U.S. strategic forces, or the number
of weapons that would survive an initial Soviet attack and be
available for retaliation. We are also concerned about another
aspect of survivability, that of ensuring penetration of our weapons
through the defenses in the target area.

The Soviet ballistic missile defense system currently deployed
around Moscow could destroy some arriving U.S. reentry vehicles.
Although this system, by itself, would not significantly degrade a
large U.S. retaliatory strike, it must be taken into account in our
planning. Moreover, the Soviets are developing new ABM components
about which we as yet know little. We will need to watch this program
closely (just as we must continue to review the SA-5 SAM system) for
possible impact on U.S. retaliatory penetration capabilities.

We are proceeding with a program to place MIRVs on our MINUTEMAN
and POSEIDON missiles. We consider this program essential to preserve
the credibility of U.S. deterrent forces when faced with the growing
Soviet strategic threat. The MIRV program will provide a number of
small, independently-targetable warheads on a single missile. Should
part of our missile force be unexpectedly and severely degraded by
Soviet preemptive actions, the increased number of warheads provided
by the remaining MIRV missiles will ensure that we have enough warheads
to attack the essential soft urban/industrial targets in the Soviet
Union. At the same time, the MIRV program gives us increased confi-
dence in our ability to penetrate Soviet ABM defenses, even if, as
noted above, part of our missile force were destroyed.

We must consider bomber penetrability as well. Although the com-
bined surveillance, interceptor and SAM programs of the Soviet Union
account for a significant and continuing investment of resources, we
believe that this network is currently susceptible to penetration by
U.S. bombers using appropriate tactics and penetration aids. However,
1f the Soviets improve their air defenses with s "look~down, shoot-down"
intercept system, including both surveillance and intercept aircraft,

the penetration capability of our bomber force could be seriously
eroded.

To meet the threat of a more sophisticated Soviet air defense, a
number of alternatives are available. We are moving forward with the
Short Range Attack Missile (SRAM) program, and we propose to continue
the development of a new Subsonic Cruise Armed Decoy (SCAD) for our
bomber forces in FY 1971.
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The main component of our current bomber force, the B-52,
represents early 1950 technology. It has been, and remains today,
a useful weapon. We believe that under normal conditions of
maintenance and usage, and with certain modifications now programmed,
the effective life of some of our B-52s can be extended at least
until the late 1970s or early 1980s.

We propose to move forward into engineering development of a new
intercontinental jet bomber, the B-1. This aircraft, in comparison
with the B-52, is designed to have greatly improved basing surviva-
bility, a smaller radar cross section, reduced infrared signature,
lower penetration altitudes, higher penetration speed and a greater
payload. It, therefore, should be more effective than the B-52
against a markedly improved Soviet air defense.

The potential Soviet threat to the pre-launch survival and
penetrability of a large part of our strategic offensive forces in
the mid-1970s is evident. How fast and how extensively it will
develop is still uncertain, and of course, there is always the unfore-
seen —- for which we cannot specifically plan. But when possible
Soviet actions or technological developments threaten any of the
components of our deterrent forces, steps must be taken to counter
that threat. If a component apparently is becoming highly vulnerable,
alternative measures must be planned to ensure the necessary level of
confidence in our deterrent force. Considering the leadtimes involved,
it is essential that we be in a position to respond promptly to the
threat as it actually emerges in order to preserve our national security.

The Chinese Communist strategic nuclear threat to the United
States is of a different character from that of the Soviet Union,
quite apart from the fact that it is still a potential and not an
actual direct threat to the United States. If the Chinese deploy an
ICBM force, as our intelligence community believes they will, it would
constitute a counter-city threat as far as the United States is con-
cerned. The Chinese force, for many years to come, will be far too
small and will lack the accuracy to pose a threat to our strategic
offensive capability.

Nevertheless, even a small and relatively unsophisticated Chinese
Communist nuclear force could make an important difference in the
world balance of power, particularly once it includes an ICBM capa-
bility. In the near term, the Chinese Communists, with their nuclear
forces, could threaten their neighbors and United States forces on
Mainland Asia and in the Western Pacific. Should they seek a sea-
launched missile capability, they could threaten Alaska, Hawaii, and
perhaps even the Continental United States. Once they achieve even a
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small ICBM capability, they will be able to threaten CONUS directly.
With a force of only 25 ICBMs, for example, each with a three MT
warhead and just a 40 percent reliability, the Chinese could inflict
on the United States about 11-12 million fatalities —- if we had no
ABM defense against them.

The main problem, therefore, is the potential capability of
China to threaten serious damage to a vulnerable U.S. through nuclear
attack, and thereby reduce the credibility of our Asian commitments.

Given our interests and obligations in Asia and the Western
Pacific, we have two basic alternatives available to us:

(1) We can rely on our strategic offensive forces for deterrence
of Chinese nuclear attack on the U.S. or its allies. If, nonetheless,
we arq presented with a Chinese ultimatum to let them have their way
in Asia or risk a first-strike nuclear attack on a U.S. city, the
President would be confronted with the terrible choice of backing down
in Asia, risking the destruction of U.S. cities and loss of American
lives, or initiating a strike against Chinese ICBMs before they are
launched.

(2) We can supplement and sustain the deterrent value of our
offensive forces by deployment of a ballistic missile defense system
to protect our cities and population against the Chinese Communist
ICBM threat.

President Nixon has assured our Asian allies that our nuclear
shield extends to them. The credibility of that shield would be
greatly enhanced if our Asian allies knew that because of a SAFEGUARD
defense the Chinese Communists had virtually no prospect of blackmail-
ing the United States by threatening American cities.

Furthermore, there are several fundamental differences in the
problem of deterring Communist China with our strategic offensive
forces as compared with the Soviet Union.

While it is true that a large part of their industrial capacity
is also concentrated in a relatively few cities, Communist China, in
contrast to the Soviet Union, and for that matter the United States,
is predominantly a rural society and only a relatively small proportion
of the population is urban. This major demographic difference between
the United States and the Soviet Union on the one hand, and Communist
China on the other, is highlighted in the table on the following page.
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CUMULATIVE PERCENTAGE DISTRIBUTION
OF POPULATION AND INDUSTRIAL CAPACITY IN 1970

(number of Cities in Order of Population Rank)

United States Soviet Union Communist China
No. of
Cities Pop. Ind.Cap. Pop. Ind.Cap. Pop. Ind.Cap.
10 25.1 38 i 8.3 25.0 3.7 30-35
50 42.0 55.0 20.0 40.0 6.8 50-60
100 48.0 65.0 25.0 50.0 8.6 65-75
200 55.0 750 34.0 62.0 9.0 80-90
400 60.0 82.0 40.0 72.0 10.0 85-90
1000 63.0 86.0 47.0 82.0 11.0
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Some have contended that a relatively small number of warheads
detonated over China's 50 largest cities could destroy half of their
urban population and more than half of their industry, as well as most
of their key govermment officials and a large majority of their scientific,
technical and skilled workers. This amount of destruction, they main-
tain, should be a sufficient deterrent to an attack by Communist China
on the U. S.

However, there are other ways the Chinese Communists might use
their nuclear capability -- as a threat to the U. 8. or our friends in
Asia -- and while the fact that we can destroy a sizeable proportion
of Chinese urban population and industrial capacity is important, it
may not necessarily be decisive in this latter case.

China is predominantly a rural society where the great majority of
the people live off the land and are dependent only to a limited ex-
tent on urban industry for their survival. The key government officials
and even the skilled workers can be evacuated from the cities in time
of crisis. The Chinese are taking steps to decentralize their imdustry.

In contrast to China, our population is heavily concentrated in
a relatively few large cities -- 25 percent in the 10 largest U. S.
cities compared with 11 percent in the 1,000 largest Chinese cities.
Consequently, they could inflict on us a proportionately greater
number of fatalities in a small attack than we could inflict on them
in a very large attack. Finally, in any nuclear confrontation with
Communist China, we would still have to maintain a sufficient deterrent
against the Soviet Union. These are problems that we have under review
at the present time.

We recognize apparent Chinese ambitions for political hegemony
in Asia, and their indicated hostility towards the U. S. However, we
do not expect them to resort to overt aggression to achieve their
political purpose in Asia. Nevertheless, in view of the nature of
the developing Chinese nuclear threat, it would seem foolhardy on our
part to rely on our deterrent forces only -- if a better alternative
is available.

A flexible SAFEGUARD defense would serve a future President far
better than a rigid offensive capability. As President Nixon said:
"No President with the responsibility for the lives and security of
the American people could fail to provide this protection." It is
crucial that we provide a more complete counter to this potential
Chinese threat and, with SAFEGUARD, we have the option to do so.
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D. SAFEGUARD

The evident and continuing threats from the Soviet Union and
Communist China force upon us the necessity of continuing progress on
the SAFEGUARD anti-ballistic missile defense system in FY 19T71. We
hope SALT will lead to a reduced Soviet threat but, meanwhile, it is
essential to preserve, as far as possible, all available strategic
force options in this transitional budget year. As I indicated
earlier, without the SAFEGUARD increment provided by this budget, we
would be faced now with the hard decisions about adding immediately
to our offensive systems rather than being able to await hoped-for
progress in SALT. I will be discussing with you in more detail the
elements of the President's decision to go forward with a Modified
Phase II of the defensive SAFEGUARD program at our next meeting.

At this point, permit me to summarize the essential factors that
compel us to go forward with a second increment of SAFEGUARD in FY 1971.

The decision of the Administration to request continuation of an
orderly, phased, SAFEGUARD program for ballistic missile defense ~--
going beyond the Congressionally-approved Phase I -- was based on:

- Careful consideration of the original objectives of
SAFEGUARD defense, and of the need to maintain the
President's flexibility on future options to either
curtail or expand the system.

- The continued Chinese progress in nuclear weapons.

- The evolving and increasing Soviet offensive weapon
threat.

- Our determination to strengthen possibilities for a
successful Strategic Arms Limitation agreement.

- The options currently available, considering technical
progress and budgetary factors.

- The current international situation.

- Our desire to continue emphasis on strategic defensive systems
rather than being forced to deploy additional offensive
weapons_or to be forced to move forward now, with making a
portion of our MINUTEMAN force mobile.

1. SAFEGUARD Objcctives and the Decision
President Nixon, on March 14, 1969, announced the following defense

objectives for SAFEGUARD.
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- "Protection of our land-based retaliatory forces against
a direct attack by the Soviet Union.

- "Defense of the American people against the kind of nuclear
attack which Communist China is likely to be able to mount
within the decade.

- "Protection against the possibility of accidental attacks
from any source."

He further elaborated that:

- "We will provide for local defense of selected MINUTEMAN
missile sites and an area defense designed to protect our
bomber bases and our command and control authorities.

- "By approving this system, it is possible to reduce U.S.
fatalities to a minimum level in the event of a Chinese
nuclear attack in the 1970's, or in an accidental attack
from any source."

As the President has indicated, rather than focusing on a single
purpose, SAFEGUARD has been and continues to be designed to achieve
several objectives against a combination of Soviet and Chinese threats.

The President also stated that "this program will be reviewed
annually from the point of view of (a) technical developments, (b) the
threat, and (c) the diplomatic context including any talks on arms
limitation." And, as he reminded the nation in his report on foreign
policy, we also promised last year that "each phase of the deployment
will be reviewed to ensure that we are doing as much as necessary but
not more than that required by the threat existing at that time."

In accordance with this commitment, information was developed on
various alternative courses for consideration, and a thorough review
has been accomplished by the Department of Defense, including the
Joint Chiefs of Staff (JCS), by the National Security Council, and
the Defense Program Review Committee (DPRC). These reviews led to
the President's decision that a further but carefully measured and
modified defensive deployment should be requested in FY 1971.

2. Communist Chinese Threat

Communist China has continued to test nuclear weapons suitable
for missiles. Estimates of the date by which they might have an
initial ICBM capability vary from 1973 to the mid-1970's. In either
case, we must proceed with the area coverage of SAFEGUARD if we are
to protect our population from this threat in the late 1970's.
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As a further point, however, regarding the Chinese threat, the
President made it clear that we are concerned with the very likely
prospect of the Chinese gaining an operational capability within the
next ten years. Our past history has shown that where we have avoided
important decisions and there is a dramatic revelation of adversary
progress affecting our security, the American people and the Congress
rightfully have become aroused and have demanded immediate and forceful
but expensive responses on a crash basis. SPUTINIK was a good example.

We know that the Chinese have the capability of testing an ICBM
in the immediate future and that they are likely to have an operational
capability in the next several years. A measured and orderly deploy-
ment of SAFEGUARD, taking only the minimum steps necessary to preserve
our ability to meet the threat as it evolves, is both the most prudent
and most economical course we can pursue.

3. Soviet Threat to our MINUTEMAN Deterrent Force

As described earlier, it is apparent that the growth of Soviet
forces could present a severe threat to the survival of the MINUTEMAN
and bomber forces by the mid-TOs. We are now faced with the following
possibilities concerning MINUTEMAN:

a) That the Soviets do not increase the deployment of the SS-9
and the S88-11, do not develop a MIRV for the SS-9, and do
not improve ICBM accuracy. Under these circumstances there
is no need for a defense of the MINUTEMAN force.

b) That the Soviets stop building ICBMs beyond those now
operational or started; they do not develop a MIRV for the
85-9; but they do improve the accuracy of their entire ICBM
force. Under these circumstances, the force could constitute
a threat to the MINUTEMAN force and SAFEGUARD would be quite
effective against that threat.

c) That the Soviets deploy a MIRV on the SS-9, improve their
ICBM accuracy, and do not stop building ICBMs at this time,
but continue building them at their present rate. We would
then be faced in the mid-T0s with a threat which is much
too large to be handled by the level of defense envisioned
in the SAFEGUARD system without substantial improvement and

modification.

The above factors presented us with a most difficult decision
involving three basic choices:

1) Should we react to the threats which are possible for

the mid-70s and pay, beginning immediately, the cost
of this concern?
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2) Should we hope that the threat is only modest and stay
with the present SAFEGUARD deployment?

3) Should we assume there will be no serious threat and do
nothing?

To be perfectly candid , Mr. Chairman, it must be recogniZed that
the threat could actually turn out to be considerably larger than the
SAFEGUARD defense is designed to handle. That is one reason we have
decided to pursue several courses which should lead to less expensive
options for the solution to this problem than expanding SAFEGUARD to
meet the highest threat level. We have further decided to continue
deployment of SAFEGUARD because the additional cost needed to defend
a portion of MINUTEMAN is small if the full area defense is bought.
SAFEGUARD can also serve as a core for growth options in defense of
MINUTEMAN, if required.

If, in the future, the defense of MINUTEMAN has to be expanded,
new and smaller additional radars placed in MINUTEMAN fields would
be less costly than the SAFEGUARD Missile Site Radar (MSR) because
they would not have to cover such large areas. For this reason, we
will pursue a program to determine the optimum radar for such a defense
and begin the development of this radar and associated components in
FY 1971. At the same time, the Air Force will pursue several other
options for solving the survivability problem of the land-based missile
systems. These will include several concepts involving the MINUTEMAN
missile on transporters, in one case a system in which the missile
can be moved rapidly into one of many hard shelters -- the shelter-
based MINUTEMAN. The Air Force will also continue to examine the value
of increasing the hardness of the silos in which MINUTEMAN is now based
or could be based. These are all research and development programs
only, in the FY 1971 budget.

There are, then, several options. The SAFEGUARD defense will
serve as a nucleus. We can add a hardpoint defense system if necessary
or we may later choose to base part of the force in a different basing
concept than the present force. Proceeding with further deployment of
SAFEGUARD in FY 1971 postpones the necessity of committing ourselves
now either to a mobile MINUTEMAN (on land or afloat) or to further
hardening of MINUTEMAN silos. However, should the Soviet threat con-
tinue to grow beyond levels that can be reasonably handled by active
defense, I can assure this Committee that I will not hesitate at
any time to recommend accelerated development of UIMS should the nature
of the threat warrant it in the future. As you know, Mr. Chairman, it
was my amendment to the Defense Appropriation Bill in the late 1950s
that accelerated the development and deployment of POLARIS.
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In summary, our decision now to proceed with further deployment
of SAFEGUARD gives us another year in which to pursue SALT without
ourselves exacerbating the arms control environment through actions on
offensive systems. We can do this while still providing a hedge against
moderate threats and an option to meet, if necessary, a heavier threat.

Also, the production of Soviet nuclear-powered ballistic missile
submarines is continuing at two shipyards. By the mid-1970s the
Soviets will probably have a submarine force capable of destroying
most of our alert bomber and tanker force before it can fly to safety.
This same submarine force threatens our National Command Authorities.
We need the SAFEGUARD area defense to blunt the first few minutes of
such an attack so that our bombers can escape and our command system
can execute its prime function. Otherwise, we must turn to expensive
alternatives such as rebasing or continuous airborne alert.

L, Strategic Arms Limitations Considerations

Naturally, the recommendation we are making for the continued
but carefully limited deployment of SAFEGUARD defenses is in full
recognition that Strategic Arms Limitation Talks with the Soviets
will resume in April for the discussion of many complex issues. Among
the factors that have led us to recommend this measured and modified
continuation are both the continued growth of the Soviet strategic
threat to the United States, and the fact that many possible agree-
ments with the Soviet Union could include some form of missile defense
—— which would be consistent with our national security objectives and
the legitimate security interests of the Soviet Union. The decision
to begin a modified Phase 2 deployment does not preclude an agreement
on low ABM levels.

In addition, it must be borne in mind that the Soviets have no
control over the Communist Chinese, whose threat we must therefore
cope with regardless of SALT. As President Nixon recently stated:
"Ten years from now, the Communist Chinese, among others, may have a
significant nuclear capability . . . then it will be very important
for the United States to have some kind of defense so that nuclear
blackmail could not be used." -

An orderly, measured, flexible but ongoing SBAFEGUARD defense
program will help maintain our relative positive position in SALT and
improve the chances for a successful outcome.

An important part of our proposed program is its flexibility. It
can be modified as required by changes in the threat which result from
arms limitation agreements or unilateral actlions by the Soviets or
Chinese Communists. In the meantime, it is essential that we continue
this defensive programn.
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E. SUMMARY

We have made no irrevocable decisions with regard to new strategic
force programs. The FY 1971 Budget is a transition budget. It is
designed to preserve the basic capabilities we currently have while
retaining key options until a clearer picture of the future strategic
environment emerges. This should come from our own continuing review
and from such other factors as SALT and the changing threat.

The strategic offensive forces we plan to maintain in FY 1971
include 552 B-52 and FB-111 bombers, 1,000 MINUTEMAN and 54 TITAN II
ICBM launchers, and 656 POLARIS and POSEIDON SLEM launchers; the
strategic defensive forces will include about 650 manned interceptors,
and about 1,400 surface-to-air missiles on site,

A summary of selected major strategic programs and associated
funding proposed for FY 1971 is contained in the following table:

($ Million)
Initiation of engineering development of Advanced
Manned Strategic Aircraft (B-1, AMSA)......... ceeen 100

Initial Procurement of Short-Range Attack Missile
(SRAM) and continued development of Subsonic Cruise

Armed Decoy (SCAD)..... Ceeeenes B oo S A5 0 N ¢ . 297
Continued Procurement of MINUTEMAN III missiles and
MINUTEMAN force modernization....eeeeeeeeeeeeneenss 686
R&D on MINUTEMAN hardening and rebasing concepts... T7
Conversion of six SSBNs to POSEIDON configuration.. 1,017
Advanced Development of the Undersea Long-Range

Missile System (UIMS)......... =t T TR Ly
Continuation of engineering development on

Airborne Warning and Control System (AWACS)........ 87
Development and Deployment of new satellite

strategic surveillance systemi.cueeeeeeeertocencocsans 219
Continued deployment of SAFEGUARD........eevveesen. 1,490

A more detailed discussion of these and other programs is contained
in Appendix B.
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III. GENERAL PURPOSE FORCES

The Nixon Doctrine, which was discussed earlier, has a signifi-
cant impact on our General Purpose Forces. We rely on these forces
for all military actions short of strategic nuclear war. Included in
this category are most of the Army combat and combat support forces,
all of the Marine Corps forces, virtually all of the Navy forces
(except ballistic missile submarines), and the tactical units of the
Air Force.

A, THE REQUIREMENTS FOR GENERAL PURPOSE FORCES

As the members of this Committee are well aware, our requirements
for General Purpose Forces are based largely on the need to be prepared
to help defend the territories of other nations with whom we have
mutual defense agreements approved by the Congress, or whose defense
is vital to our own national security interests.

We have bilateral or multilateral collective defense treaties
with more than 40 countries around the world. These treaties, however,
do not define the precise manner in which we are required to fulfill
our military obligations. Consequently, these obligations cannot be
unalterably translated into clearly defined and measurable force
requirements. That is why it is not possible to provide a precise
analysis of what our obligations represent in terms of U.S. military
forces.

It is quite apparent, however, that our obligations overseas do
in fact pose a definite, though imprecise requirement for U.S. General
Purpose Forces. The size and character of the forces that should be
maintained depend to a large extent on how we plan to meet these
obligations under various sets of circumstances and how we assess the
extent, size, character, and urgency of the threats to the nations
involved as well as the varying capabilities of those threatened
nations to defend themselves.

Much has been made of the issue of United States commitments in
recent times, and the forces which might be appropriate to fulfill
these obligations. Actually, the issue is deeper, as President Nixon
has just told us:

"Tt is misleading, moreover, to pose the fundamental
question so largely in terms of commitments. Our objective,
in the first instance, is to support our interests over the
long run with a sound foreign policy. The more thalt policy
is based on a realistic assessment of our and others'
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interests, the more effective our role in the world can be.
We are not involved in the world because we have commitments;
we have commitments because we are involved. Our interests
must shape our commitments, rather than the other way around."

The President also noted that:

"The United States, like any other nation, has interests
of its own, and will defend those interests. But any nation
today must define its interests with special concern for the
interests of others."

We have and must maintain a considerable degree of flexibility
in how we choose to be prepared to meet our military obligations
under any particular set of circumstances. As you know, the previous
Administration chose to design our General Purpose Forces, in the
words of Secretary Clifford, ". . to meet simultaneously two major
contingencies (one in Europe and one in Asia) and one minor contin-
gency, as well as a 'War at Sea'." This policy is popularly known
as the "2-1/2 war strategy," although such a description greatly
oversimplifies the complexities of General Purpose Force planning.

It had long been clear to me when I served on the House Appro-
_priations Committee, as well as to many other members of the Congress,
that the forces and budgets proposed by the previous Administration
were insufficient to support that policy. Although the Joint Chiefs
of Staff did develop their force recommendations on this basis, the
budgets proposed by the Secretary of Defense and approved by the
President fell considerably short of what would be required to support
such forces. Thus, there remained a substantial gap between the stated
policy objective and the means provided to fulfill it.

The review of basic U.S. security policy conducted this past
year through the National Security Council process has provided an
evaluation of our present capabilities and highlighted many of the
factors that must be considered in determining our future General
Purpose Forces strategy. On the basis of this review, the President
has reaffirmed United States support for the agreed NATO strategy and
maintenance of substantial forces in Europe. The primary U.S. objective
in Asia will be to help our allies develop the capability to defend
themselves, while continuing to honor our obligations.

As the President has described it in his report on foreign policy,
under our new strategy we will maintain in peacetime General Purpose
Forces that are adequate for simultaneously meeting a major Communist
attack in either Europe or in Asia, assisting allies to cope with non-
Chinese threats in Asia, and in addition, meeting a contingency else-
where.
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We intend to maintain the required ground, tactical air, and
naval forces to support this strategy. Some of these forces will be
deployed, and others, both active and reserve, will be based in the
United States.

In Burope, we plan to maintain the U.S. combat forces currently
deployed through FY 1971. These forces, reinforced from the United
States, together with those of our NATO allies, should be capable of
meeting a major Communist attack in Europe and should also be capable
of coping with small or slowly developing crises and attacks.

In Asia, we seek to help our allies develop the capability to
defend themselves with the United States providing materiel and logistic
support. However, most of these countries lack adequate air and sea-
power. Considerable time and resources will be required to solve this
problem.

As President Nixon noted, our approach to the decade of the 1970s
in Asia requires a commitment by the United States to help our partners
develop their own strength. He further noted that:

"...we must strike a careful balance. If we do too

little to help them--and erode their belief in our commit-
ments--they may lose the necessary will to conduct their
own self-defense or become disheartened about prospects of
development. Yet, if we do too much, and American forces
do what local forces can and should be doing, we promote
dependence rather than independence."

Thus, we must maintain flexibility with regard to the United
States' role in partnership for defense in Asia. There are many
uncertainties ahead, and we should be under no illusion that easy
answers are available for the complex issues which face us in Asia.

B. EUROPE AND THE NATO AREA

The need for an adequate NATO force remains most important as we
attempt to move toward an era of negotiations. We intend to continue
doing our fair share for the defense of Europe. We have told our
allies that we intend to maintain our present combat troop levels in
Europe in FY 1971, and our budget has been prepared on this basis.

There has been some improvement in the quality of NATO forces
within the last year, but more remains to be done if NATO forces are
to have the necessary degree of combat effectiveness and readiness.
We will continue to encourage our NATO allies to improve their forces
and assume more of the total NATO defense burden.
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The President has treated the situation in Europe in some detail
in his review of foreign policy. Included in an Appendix is a discussion
of the Warsaw Pact Threat. Here, however, I would like to note one more
point. As Secretary of Defense, I am concerned about the growing Soviet
presence in the Mediterranean Basin.

Soviet influence and presence in this region have increased, and
ties with the Arab countries on the eastern and southern edges of the
Mediterranean have contributed to this change. Soviet military and
economic assistance to Arab countries, for example, has totalled more
than $5 billion from 1955 through 1968.

From the strategic point of view, hostile control of the Mediter-
ranean would constitute a grave threat to the security of Europe as well
as the U.S. interests in the Near East and North Africa.

C. ASTA, THE PACIFIC AND VIETNAM

In the Pacific area, we are all familiar with the threat posed
by the North Vietnamese. North Korea is also a militarily strong
and unpredictable country, with some 350,000 troops and an effective
air force of more than 500 aircraft (including MIG-21s). Lying behind
these forces is Communist China which has a massive army of close to
2-1/2 million troops and an air force of over 2,900 jet fighters. The
Chinese, however, seem to be careful to avoid direct combat involvement
of their own personnel in military operations associated with the so-
called "liberation movements.'" Moreover, their current difficulties
with the Soviet Union may serve as a restraint to any major military
operations outside their own borders. Nevertheless, Chinese Communist
ambitions for great power status and regional hegemony are recognized
by the nations of Asia as well as ourselves, and China's geographical
position and potential for realizing its ambitions pose a pervading
psychological and actual threat to the peace and security of the Asian
area.

The principal threat to the independent nations in Asia is internal
insurgency, supported by external assistance. This is an important
aspect of the threat to which our General Purpose Force planning for
Asia should be oriented. The situation in Vietnam is obviously the
most significant current factor influencing this planning.

Last November, I discussed the situation in Vietnam and our
progress in Vietnamization before the Senate Foreign Relations Committee.
Since then, President Nixon has announced the third reduction of U.S.
forces in South Vietnam, bringing the total authorized strength down
from 549,500 established by the preceding Administration to a new total
of 434,000 to be attained by April 15, 1970. This represents a reduc-
tion in authorized strength of 115,500 troops, or just about 21%, in
a period of ten months.
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Vietnamization offers the prospect of a situation in which the
South Vietnamese can manage without the support of U.S. combat opera-
tions, and the prospect, one day, of peace with freedom from external
domination.

The policy of this Administration is to continue to reduce the
number of U.S. military personnel in South Vietnam based on the
criteria set forth by the President:

(1) Progress in Vietnamization
(2) The level of enemy activity
(3) Progress toward a negotiated peace in Paris.

Although I believe continued progress in our Vietnamization program
will permit further reductions in American forces after April AL
1970, I will not at this time project U.S. deployments there beyond
that date in order to preserve the flexibility which the President
requires for his program for peace.

As I have pointed out previously, studies are currently underway
to develop force, equipping and support requirements covering acceler-
ated Vietnamization. Specific requirements to support the most effec-
tive program for transfer of combat responsibility to the forces of
South Vietnam will be under continuing development and review. As such
requirements are finalized, they will require funding. In order to pro-
vide the funds the Department of Defense needs to support this vital
program, I have included $300 million in a special appropriation,
"Combat Readiness, South Vietnamese Forces." These funds will be avail-
able for transfer, upon Presidential determination that such action is
necessary, to any appropriation available to the Department of Defense.
Upon transfer, they would be merged with the appropriations to which
transferred and remain available until expended.

In addition, $150 million will be derived by transfer from any
appropriations available to Defense for obligation in the current fiscal
year. We plan to notify Congress promptly of all transfers made pur-
suant to this authority. Of course, maximum use will be made of equip-
ment from redeploying U.S. units to satisfy these additional requirements.

D. MILITARY ASSISTANCE AND SALES

Attainment of the President's goals with respect both to national
security policy and the solution of domestic problems requires a judi-
cious and balanced allocation of resources. I discussed earlier the
basic problem of resource allocation. An important element of national
security policy -- and one that will be more important in the future
under our new policy -- is the Military Assistance Program (MAP).
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As President Nixon noted in his State of the Union Address:

"Peace requires partnerships, or we will forever
exhaust our resources in a vain and unproductive effort
to dominate our friends and forever isolate our enemies.”

The policy of peace through partnership and strength, which marks
our new approach to defense planning, must be buttressed by an improved
program of military assistance, training, and sales. This is essential
to provide our allies with the resources and skills they will need as
they assume greatly increased responsibilities for their own defense.

I cannot stress too strongly the need for increased understanding of
the importance of this program to the success of the Nixon Doctrine.

That is why we believe that military assistance should be inte-
grated into the Defense Budget so that we can plan more rationally
and present to the Congress more fully an integrated program for
peace through partnership and strength.

I recognize that the decision on how our military assistance and
sales request will be handled legislatively is a jurisdictional matter
that must be determined by Congress itself. As a former colleague
from the Legislative Branch, I recognize only too well the pitfalls
of a Cabinet member from the Executive Branch suggesting to the
Congress how it should conduct its business.

The challenging objectives we face under the new policy can be
achieved only if we and our allies both contribute to them. Each
nation must do its share and contribute what it can appropriately
provide -- manpower from many of our allies; technology, material, and
specialized skills from the United States. In many cases, our allies
are able and willing to provide the forces if we can contribute some
of the needed weapons, and, in some circumstances, specialized military
support. Under this approach, each partner would be doing what it can
best do and both would benefit.

The Military Assistance Program (MAP) is the key to this approach.
It is the essential ingredient of our policy if we are to honor our
obligations, support our allies, and yet reduce the likelihood of
having to commit American ground combat units. When looked at in
these terms, a MAP dollar is of far greater value than a dollar spent
directly on U.S. forces.

In recent years, however, lack of popular support, general concern
about U.S. involvement overseas and valid domestic priorities have led
to a decline in appropriations. This decline has made it increasingly
difficult to enlist the full potential contribution of grant assistance
and credit-financed Foreign Military Sales (FMS) toward attainment of
the security objectives of the United States.
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The President's redefinition of those objectives now makes it
more important than ever that these twin instruments of the U.S
policy be put to optimum use in helping to reduce both the monetary
and the manpower burden inherent in honoring international obligations.

Many of our most willing and potentially helpful friends and
allies simply do not have the resources or technical capabilities to
assume greater responsibility for their own defense. Unless we help
provide them further assistance, the basic policy of decreasing direct
U.S. military involvement -- which we are all anxious to effect —-
cannot be successful. The two-year authorization for military assist-
ance contained in the Foreign Assistance Act of 1969 automatically
limits to $350 million the amount which can be appropriated for the
fiscal year 1971 program. I am deeply concerned that the funds
proposed for FY 1971 may not be adequate. As the President indicated
in his Budget Message, we may well need more before the fiscal year
is out.

We are conducting a thorough review of the requirements for grant
aid in fiscal years 1970 and 1971. After this review is completed,
the Congress will be fully informed about the nature and magnitude of
any additional amounts we would propose. Any such amounts would be
derived from a thorough evaluation of recommendations from responsible
military and civilian officials in the field and st the Departments of
State and Defense, as well as the Bureau of the Budget.

Meanwhile, the illustrative program for fiscal year 1971 must
be based on the $350 million authorization contained in the Foreign
Assistance Act of 1969. This anticipated new obligational authority --
plus $42 million in estimated reappropriations, recoupments and reim-
bursements -- means that a total of $392 million would be available
for grant military assistance. It is important to note that a very
high percentage of this total obligational authority is required to
provide for operation and maintenance costs which cannot be met by
recipient nations from their own resources. Therefore, the amount
available for investment in new and modernized equipment is quite
small.

Programs for most of the recipient nations already are so modest
that it is generally impossible to make any significant reduction in
them without negating the whole purpose of the assistance. It has,
therefore, been necessary for the substantially larger programs to
absorb practically all of the reduction required by cuts in the
Administration's budget request for the past several years. As a
result, it has been impossible to provide equipment to replace the
worn out and obsolescent materiel which is increasingly degrading the
combat capabilities of allied forces upon whom we rely as an integral
part of our partnership in security.
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It is also the policy of the Administration -- and indeed it is
a matter of law -- that we should move our military assistance from a
grant to a sales basls as the economies of recipient countries become
stronger and more able to support a larger share of their burden.
However, we do not wish in any way to hamper their development and
thus we are providing credit to ease this transition. The Foreign
Military Sales Act which authorizes sales -- both cash and credit —-
is therefore an important instrument of U.S. policy -- complementing
and eventually supplanting the Military Assistance Program.

All Foreign Military Sales transactions, both cash and credit,
are rigidly controlled in order to ensure that they are fully consistent
with U.S. foreign policy interests, and that they will neither increase
regional tensions nor encourage arms races. When a proposed purchase
meets the very strict criteria established both by law and by the
Executive Branch, it is clearly in the national interest to provide
credit financing to facilitate the sale. These actions relieve some
of the pressure on the limited funds available for grant assistance.

The Administration requested $275 million in fiscal year 1970
for Foreign Military Sales (FMS) and is asking for $272.5 million in
fiscal year 1971 to assist in the financing of defense articles and
services. The fact that no final action has been taken by the Congress
on FMS legislation for the current fiscal year lends strong emphasis
to the need for prompt completion of the legislative process for
FY 1970 and for favorable consideration of the Administration's
proposals for FY 1971.

E. THE GENERAL PURPOSE FORCES PROGRAM FOR FY 1971

We plan to have 29-1/3 active and reserve Division Force
Equivalents at end FY 1970, three and one-third less than at the
end of FY 1969. However, because of the uncertainties surrounding
deployments in Southeast Asia beyond April 15, 1970, we cannot project
the detailed structure of our Land Forces for FY 1971. The active
Army will decline from 19-2/3 Division Force Equivalents at end FY 1969
to 17-1/3 at end FY 1970 and the active Marine Corps will be reduced
from four divisions at end FY 1969 to three by the end FY 1970.

In FY 1971 we are proposing a force of about 8,300 tactical
aireraft, including about 4,600 active fighter/attack airecraft organ-
ized into 85 squadrons (23 wings) in the Air Force, 72 squadrons in
the Navy, (15 attack carriers) and 25 squadrons in the Marine Corps
(3 wings).

The major active naval forces which we propose to maintain in
FY 1971 include 15 attack carriers, four ASW carriers, 52 nuclear
and 53 conventional attack submarines, over 500 ASW aircraft and 242
escort ships.
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Selected major programs proposed for FY 1971, and their asso-

ciated funding, include:

Land Forces

Continued Development of SAM-D, a New Surface-
to-Air Missile . . . . .
Development of New Austere Maln Battle Tank o o
Procurement of Helicopters (UH-1s, CH-L4Ts, AH-1s,
OH-58s) . . . . . .. c .o . JE
Procurement of TOW Antl—Tank MlSSIleS o
Procurement of Improved HAWK and CHAPARRAL MlSSlleS

Tactical Air Forces

Development of F-15 Air Superiority Fighter. c
Development of A-X Close Air Support Aircraft . .
Procurement of F-11lls (or alternative aircraft).
Development and Procurement of F-14 Multi-Mission

Bighter' . . . . o ¢ ¢ @ B Bl. « o b o0 he
Procurement of AV-6Bs (HARRIER) V/STOL .
Procurement of A-T Attack Aircraft .

Naval Forces

Advanced Procurement for the Third NIMITZ-Class

Attack Carrier . . . . 5 0 o .
Development and Initial Procurement of the S 3

Carrier Based ASW Aircraft . 5 a o
Continued Procurement of the P-3C Land—Based ASW

Aircraft . . . . L o
Development of a New Shlp A1r Defense System .
Construction of:

3 High Speed Submarines. . . d

1 Nuclear Powered Guilided MlSSlle Destroyer o

6 ASW Destroyers . .

2 Multi-Purpose Amphlblous Assault Shlps .
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($ Millions)

o 197
.. 106
168

370
L8k
841

96
350

152
287

160
5

476
221
460
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Although a more detailed discussion of the proposed General
Purpose Force programs for FY 1971 is contained in Appendix D, T do
want to comment on two items that have been of particular concern
to me, the F-111 Procurement Program and the Attack Carrier Program.

1. F-111 Program

In developing the FY 1971 Budget, we had planned to acquire
enough F-111 aircraft to complete our planned force goal. Accordingly,
we included in the budget a total of $484 million for F-111 procure-
ment —— $283 million for additional procurement of F-111Fs and $200.5
million for payment of prior year over target costs. In addition, we
have included $16.5 million for the modification of 10 R&D aircraft to
a tactical configuration.

I am sure that the Committee shares my long-standing concern over
the F-111 program, particularly in light of the difficulties that have
been encountered. For the time being, we have retained in the budget
request the planned funding for the F-11lls noted above. However, I
have asked the Secretary of the Air Force, in connection with an investi-
gation of recent structural and operational difficulties, to examine
in detail the alternatives to procuring F-11l1s in FY 1971. I have
postponed a final decision on this matter until this action is completed
by the Air Force.

I believe we do need in our tactical air force structure the
capability available in the F-111, but I also believe that if we are
going to be plagued with a continuation of these problems we must
explore other alternatives.

In the event that we decide not to proceed with the additional
procurement in FY 1971, we would need to use the funds included in
the budget to cover existing F-111 charges and to procure appropriate
replacement aircraft.

As you know, we must also consult with the Australian Government
on any modifications to the F-111 contract, because it may have an
impact on their planned procurement. The Australians had previously
agreed to take delivery of the 24 F-111Cs built for them, provided that
we incorporate at our expense any necessary structural fixes, even
after the aircraft have been delivered.

2. Attack Carrier Program

Two NIMITZ-class CVANs have been authorized and funded to date.
These two ships (CVAN68 and CVAN69) will be built on the same design
plans and under the same multi-year contract, which may also contain
an option for a third ship. The Navy is currently negotiating a fixed

61



price incentive fee type contract with the shipbuilder, which will
establish target and ceiling prices for the first two ships and perhaps
for the third ship. Budgeted costs are $536 million for NIMITZ and
$510 million for CVAN69 (excluding outfitting or post-delivery costs).
However, negotiations are now underway and the Navy informs me that
they could result in higher costs. Secretary Chafee and Admiral
Moorer will be prepared to discuss the potential cost increase problem
on the NIMITZ-class carriers when they appear before this Committee.

Included in the FY 1971 Budget is $152 million for advance procure-
ment of long leadtime nuclear components and propulsion equipment for
the third NIMITZ-class carrier, CVANTO. I want to assure the Committee,
however, that none of these funds will be obligated until the study
required by the FY 1970 Authorization Act has been completed by the
two Armed Services Committees and until we have completed our own
current review, in the Executive Branch, of future force requirements.
The Navy estimates that if the remainder of the funding for the CVANTO
is provided in the FY 1972 program, the target end cost of the ship
will be about $640 million (excluding outfitting or post-delivery
costs) based on estimated FY 1972 labor and material dollars, including
escalation reserve based upon 10 percent of the estimated shipbuilder's
contract.

Also included in the FY 1971 Budget is $21 million to complete
funding of a spare set of nuclear components for all NIMITZ-class
ships; $39 million was provided in FY 1969 and $48 million in FY 1970
for this purpose.

The NIMITZ is now scheduled to be delivered to the Fleet in 1972
and the second ship of this class in 197k, However, the Navy has
advised me that delivery of the NIMITZ may be extended to 1973 because
of delays in the delivery of some of its nuclear components. Moreover,
if NIMITZ is delayed there may also be a delay of about a year in the
delivery of the second ship, since the two are being built in series
by the same shipyard.

If the Congress approves our FY 1971 budget request for CVANTO
and fully funds that carrier in FY 1972, it could be delivered to
the Fleet in 1977 even considering possible delays in the first two
ships. The Navy considers it important to proceed with advance
procurement for CVANTO in FY 1971 as presently planned to avoid having
to shut down the special NIMITZ-class carrier nuclear component produc-
tion lines. Such a shutdown would further increase the cost for CVANTO,
if we decide later to proceed with it. Navy Department witnesses will
also be prepared to discuss these other factors.
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IV. MOBILITY FORCES

The mobility forces, active and reserve, are designed to pro-
vide, together with available commercial air and sealift resources,
the 1lift needed to meet Defense requirements in an emergency. The
two major problems in this area at the present time are the C-5A
program and the adequacy of the sealift immediately available for
Defense use.

A. THE C-5A PROGRAM

Last year, in light of the very substantial increases in esti-
mated costs of the C-5A program, the FY 1970 buy was reduced from
the 33 aircraft which had previously been planned to 23 aircraft.
These 23 aircraft, together with the 58 already on order, will provide
a four squadron force. Because of the heavy costs of the C-5A and
our current assessment of airlift requirements, we stopped the buy
at four squadrons. We believe that these four squadrons of C-5As,
together with 14 squadrons of C-1lhls in the active forces and a
Civil Reserve Air Fleet (CRAF) of about L50 four-engine jet aircraft
will be sufficient to meet our basic needs for inter-theater airlift
movement.

There are still some very serious problems with the C-5A pro-
gram. There is a structural problem with the wing and other matters
related to the airframe and avionics which will require additional
engineering effort. There is a dispute with the contractor about the
repricing formula and other contractual details. It is doubtful that
the contractor can meet the present delivery schedule and some stretch-
out of the production may be necessary.

Despite these problems, the C-5A is basically a necessary air-
craft which will make a much needed improvement to the mobility of
cur forces when it becomes available. The Air Force is working
closely with the contractor to resolve the technical and contrac-
tual difficulties. The $623.6 million we have included in the FY 1971
budget relates to the 81 aircraft on order. Of this amount, $200
million has been provided to cover the contingencies which remain in
the program. No further procurement beyond the 81 aircraft is pro-
posed.

What the final resolution of this dispute and other problems will
be, I cannot state at this time. However, if our interpretation of
the contract prevails with respect to all problem areas, the total
development and procurement cost of the 81 C-5As as estimated at the
time the FY 1971 budget was prepared, would amount to approximately
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$3,380 million -- $1,003 million for RDT&E and $2,377 million for

Procurement. These figures include government-furnished equipment
and aerospace ground equipment. In addition, $429 million will be
required for initial spares and $18 million for military construc-
tion uniquely related to the C-5A, bringing the total cost of the

program to $3,827 million.

The Congress has already provided $991.7 million for RDT&E,
$2,033.1 million for procurement, $363.3 million for initial spares
and $16.3 million for military construction. Thus, excluding the
funding for contingencies, the additional amounts we presently
estimate will be needed in FY 1971 are as follows: $3Lk.k million
for aircraft procurement, $66.2 million for initial spares, $1.k
million for military construction and $11.6 million for RDT&E.

Air Force witnesses will be prepared to discuss the C-5A pro-
gram in more detail when they appear before this committee. Ad-
ditional details of the airlift program are provided in Appendix E.

B. SEATLTFT

Although substantial improvements have been made in our rapid
deployment airlift capability, we still do not have the total
strategic 1ift needed because of the lack of a rapid deployment sea-
1ift capability. Sealift has provided, and will continue to provide,
the largest part of our capability for deploying and supporting General
Purpose Forces. About 95 percent of the cargo moved to Vietnam has
traveled by ship.

There are two major aspects to the sealift problem. One concerns
the long term adequacy of the U.S. Merchant Marine to meet Defense
and urgent civilian emergency shipping requirements in wartime. The
other concerns the availability of sufficient suitable shipping
during the crucial early weeks of a major war. The new national
maritime program proposed by President Nixon is designed, in part,
to solve the first aspect of the problem. I strongly endorse this
program; it is particularly important to the mobility planning of the
Defense Department, and further details are provided in an appendix.
The second aspect of the problem, however, remains unresolved; and
because it presents requirements that cannot be met by commercial
shipping, this problem must be solved within the context of the
Defense program.

The existing Defense Department-controlled inter-theater sea-
1lift force is clearly inadequate, both quantitatively and qualita-
tively, to meet the early 1ift requirement. Accordingly, some
augmentation and modernization of this fleet is essential.
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In view of the past reluctance of the Congress to authorize the
Fast Deployment Logistic (FDL) ship program, we are looking for
alternative solutions. One possibility would be to obtain the
specialized rapid deployment sealift capability through the long
term charter of privately-owned new multi-purpose cargo ships which
would be built according to the design criteria specified by the
Military Sea Transportation Service (MSTS).

The new MSTS charter ship would have a cargo capacity of about
46,000 measurement tons. It would be fully capable of quickly loading
all military cargo in a ready-to-use condition and its peacetime
operations would be continuously controlled so that it could quickly
respond to an emergency. We estimate that the average construction
cost of the first ten ships would be about $25 million. Since these
multi-purpose cargo ships would be acquired under long term charter
contracts, the construction cost would be amortized over the life of
the contract. Based on a 10 year charter period, we estimate the
annual cost per vessel would be $5.0 million -- $3.3 million amorti-
zation and $1.7 million operating.

MSTS has already selected a final design from the competition
conducted in 1968, and has statutory authority to request bids on
the basis of an initial five-year charter, plus options for three
five-year extensions. However, because of the present money market
situation, the initial five-year charter is not proving sufficiently
attractive to private investors. To obtain these vessels through a
long term charter program, it will now be necessary for Congress to
authorize an initial charter period of 10 years.

Because these ships will be chartered, no government payments

will be required until the ships have been delivered and are ready
for use.
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V. RESEARCH AND DEVELOPMENT

Research and Development (R&D) is one of the most crucial
activities financed in the Defense budget. I believe we can all
agree that without an adequate R&D effort, our military forces
in the future could find themselves out-maneuvered and out-gunned.
Far worse, our nation could find itself without an effective stra-
tegic deterrent.

Yet it is very difficult to determine with any degree of
confidence what constitutes an adequate R&D effort. One factor
contributing to this uncertainty is our inability to project with
any reasonable degree of accuracy the technological threat to our
national security over the next 10 to 20 years.

There is one thing we do know: we cannot settle for anything
short of technological leadership in R&D related to national security.
The FY 1971 Defense budget request for Research, Development, Test,
and Evaluation (RDT&E) is intended to meet this objective. It
reflects our changing priorities within a constrained budget by
reducing the funds for the latter stages of development and by
sustaining the technological base required to meet possible future
requirements. I regard this RDT&E budget as the minimum with which
we can have some confidence of meeting our needs in the future.

A, THE SOVIET TECHNOLOGICAL THREAT

The most formidable technological threat confronting the United
States today is the already large and rapidly growing military-related
R&D effort of the Soviet Union. Measured in terms of money expended,
the Soviet Union is devoting more effort to military-related R&D than
is the United States.

Direct comparisons of Soviet and U.S. Government R&D expenditures
are always subject to a possibly substantial margin of error because
of: (1) our limited information on Soviet budgets, and (2) uncertain-
ties about the real purchasing power of the ruble in relation to the
dollar. We currently estimate that on the best available basis for
comparison, the Soviet Union in 1970 will spend $16 to $17 billion
for defense, space, and atomic energy R&D, and for other space-related
activities, compared with U.S. expenditures of about $13 to $1h billion.

During the last few years, Soviet expenditures on such R&D and
space activities have been increasing at a rate of about 10-13 percent
per year, while co<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>